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Page vii, under Index of Tables for Chapter ТЕ, wean: 
1. National income .... Soviet Union Page ТТ-1 De 


Page xii, for Table XXIV, insert under Page (App.B): 8, 
Page 9, Table 10, delete footnote a after 103 in the last colum 
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Page 15, second column, penultimate line, instead of "liovember 1 
read "November 1956". 
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Page 23, footnote 30 should be deleted after "surplus" and 
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Page 10, Industrial Wage Bill, in second line for "Table 14" 
read "Table 16". 


Page 30, at end of notes оп The Business Sector, instead of "tot 
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Prefatory note 


The present Survey is the tenth in a series of reports prepared each year by the secretariat of the Economic 
Commission for Europe to serve the needs of the Commission and to help in the task of reporting on world 
economic conditions which the Economic and Social Council of the United Nations has entrusted to the 
Department of Economic and Social Affairs. 


A major object of these Surveys, and of the quarterly Economic Bulletins which supplement them, is 
to analyse recent developments in the European economy and tendencies elsewhere which may significantly 
affect the economic framework within which the countries of Europe have to determine their policies. Part I 
of this SURVEY reviews, in Chapters I and III, economic developments during 1956 in the countries of eastern 
Europe and the Soviet Union and in the western European countries respectively. It also contains (in 
Chapter П) a review of the long-term plans of the eastern European countries and the Soviet Union, and (in 
Chapter IV) a discussion of the possible implications of the new proposals for a Common Market and a Free 
Trade Area in western Europe to the extent that these were known at the time of writing. 


In accordance with past practice, the opportunity has also been taken to focus attention on one specific 
field in which long-term issues of economic policy exist which should be of continuing concern to all European 
governments. The discussion of European transport problems in Part II of this SURVEY not only describes 
the present situation in both eastern and western European countries, but also draws attention to a number 
of longer-term problems which are of immediate relevance to the current economic policies of the governments 
concerned. 

It has likewise been the practice of the secretariat to attempt from time to time a study of some aspects 
of the economic structure of European countries. The results of one such study, undertaken last year, are 
contained in Part III of the SuRvEy, which is devoted to an analysis of income distribution in western Europe. 
The analysis covers the distribution of income by economic sectors and by factor shares in a number of 
countries, and also a study of the size distribution of personal incomes in those few countries for which more 
or less adequate data were available. 

The prefatory note to the Economic Survey of Europe in 1955 mentioned the improvement that had been 
taking place in the supply of statistical data from eastern European countries and the Soviet Union. This 
improvement has continued during 1956. The Soviet Union and three eastern European countries have 
published statistical hand-books or abstracts giving systematic series for a number of past years, and regular 
publication of some current series has been started in two eastern European countries. The published data 
have been supplemented to some extent by statistical material supplied directly to the secretariat by the 
governments of the region, and discussions with officials and economists in these countries have also proved 
helpful. There are still, however, serious deficiencies in the coverage and frequency of publication of eastern 
European statistics, and these are particularly marked in the ficlds of national accounts and of statistics of 
international trade. If the improvements in the supply of data which have been achieved during the last two 
years are continued, it should be possible correspondingly to improve, both in coverage and in accuracy of 
detail, the analyses of economic developments in eastern Europe and the Soviet Union presented in the 
annual SURVEYS. 

This Survey is published on the responsibility of the secretariat, and the views expressed in it should 
‘not be attributed to the Commission or to its member governments. 


Geneva March 1957 
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SYMBOLS EMPLOYED 


The following symbols have been used throughout this SURVEY : 


= not available or not pertinent 
— = nil or negligible 


* = estimate by the secretariat of the Economic 
Commission for Europe 


xX = interruption in the comparability of the series 
or a change in the unit in which the series is 
reported. 


In referring to combinations of years, the use of an oblique stroke—e.g., 
1955/56—signifies a 12-month period (say from 1 July 1955 to 30 June 1956). 
The use of a hyphen—e.g., 1953-1956—normally signifies an average of the full 
period of calendar years covered (including the end years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout 
is the metric ton. The definition of “ billion ” used throughout is one thousand 
millions. Minor discrepancies in totals and percentages are due to rounding. 


In general, information received up to mid-February 1957 has been included 
in the SURVEY. 
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Chapter II 


Page 6, Table 4, Hungary: Figures should read as follows: 


паи. 44 915.7 154 10 6 
Мане... о i 28. 13 


Chapter УП 


Page 18, Table 9: Norway, column 3, for “ 124 ” read “ 120”; column 9, for “ 120 ” read “ 117”. 
Footnote 5, delete “ the Netherlands ”. Footnote с, after “ Luxembourg ”, add “ the Nether- 
lands ”. 


Page 24, Table 14: Norway: Post-war period, for “ 1949 to 1955 ”, read “ 1950 to 1955”. 
Footnote d should read as follows: “ The annual rates of increase of total net real output per 
head were as follows for the period 1950 to 1954, except for Sweden and Finland, where the 
periods considered are 1949 to 1955 and 1950 to 1955 respectively: 


Denmark : 1.5 * 
Finland : 4.1 * 
France : 2.9 * 
Netherlands : 2.4 * 
Sweden : 2.7 * 
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Chapter I 


CURRENT DEVELOPMENTS AND PROBLEMS IN EASTERN EUROPE 
AND THE SOVIET UNION 


1. PRODUCTION IN THE бЗомет UNION 


With the weather as only a half-hearted ally, the 
Soviet Government’s policy—begun on at least a 
modest scale in 1953 and continuing through 1956— 
of increasing inputs and incentives in agriculture, 
has borne much-needed fruit, and in 1956 the rate of 
growth in agriculture significantly exceeded that of 
industry. The same will be the case in 1957 if actual 
developments conform to the plan. The rate of 
expansion of industrial production was in fact a little 
slower in 1956 than in the preceding year, but even 
if this had not been so, the progress of the farming 
sector would have been the predominant feature 
of the year. 


Food Production 


Agricultural output in the Soviet Union has never 
been as high as it was in 1956: in comparison with 
1952, the last year in which weather conditions were 
consistently favourable throughout the country, the 
crop of grain (on a barn-yield basis) was 37 per cent 
higher. As Table 1 shows, the year was also a record 
one for all the crops upon which information is 
available. 

Of a total grain crop estimated at 130 million tons,} 
or 20 per cent more than in 1955, deliveries to the 
State 2 amounted to 54 million tons, or two-thirds 
more than in 1955. The great expansion of deliveries 
—with the attendant advantages to the State of 
cheapness, control and availability for stock-piling *— 
was to a large extent a direct result of the policy of 
establishing state farms for the cultivation of virgin 
lands in Siberia and Kazakhstan. Of the countrywide 
increment of 22 million hectares to the grain area since 
the virgin lands campaign was launched in 1954, two- 


1The Survey for 1955 estimated the 1955 grain harvest at 
129 million tons. As seen in Table 1, the crop seems actually to 
have been much smaller. For the reasons why the estimates 
have been so greatly reduced, see footnote 11 in Chapter II. 
The quantities of the Soviet grain crop on a barn-yield basis 
have not yet been published for any post-war year. 

2 As compulsory deliveries, purchases and payments in kind 
for MTS services by collective farms, and as deliveries from 
State farms, but excluding replacement deliveries of other crops. 


3 Grain stocks are stated to have been adequately replenished. 


TABLE 1 
Crop estimates for the Soviet Union 


Millions of tons of barn crop 


1950 1952 1954 1955 1956 


Grain о a tay 84 95 88 108 130 

Cotton fate te oR ake 3.6 3.8 4.2 3.9 4.4 
Sugar Deets. и. 2071122: 1108197 stOsy — sv 
Sunflower seed .... . 2.8 3.4 3.0 5.8 6.2 
Нах 0.7 0.6 0.6 DIA. 


Silk-worm cocoons 4 26 4 с re 24 28 
Sources: See Appendix B. 
Norte. — Absolute figures have been published only for cotton and silk: 


the remaining figures are secretariat estimates based upon official statements. 
For the 1960 Plan targets, see Table XXIV, except for silk cocoons (38,000 tons). 


а Thousands of tons delivered. 
5 1951. 
с Extremely poor. 


thirds were accounted for by state farms. In the zones 
where the new state farms are located, the 1956 yields 
were as good as those in 1955 had been poor—e.g., 
in Kazakhstan they rose from 4 to 12 quintals per 
hectare. State farm deliveries of 14 million tons of 
grain in 1956 were three times as large as in 1955 and 
within 2 per cent of the 1960 target. On the other hand, 
in the traditional grain zones—the Ukraine and 
southern Russia—the crop was smaller than in 1955. 
Eight million hectares of autumn sowings were lost 
during the hard spring frosts—more than double 
the normal loss—and the summer was not as good in 
those parts as the remarkably favourable one of 1955. 
In the poorer soil zones to the north—Byelorussia, 
the Baltic States, the non-black earth areas of north 
and west Russia—yields remained very poor, largely 
because of inadequate fertilizer supplies.* 

Those crops which are grown mainly in the west and 
south-west reflected the poorer weather of 1956: yields 


4The Appeal to Farmers issued by the Government on 
17 January 1957 said that the grain yield on many farms in 
these areas was 3 to 4 q/ha., while in four oblasts bordering 
Moscow oblast the average yield ranged from 5.6 to 6.9 q/ha. 
although Moscow oblast itself, thanks to better fertilizer applica- 
tion, obtained 10.3 q/ha. (Selskoe Khozyaistvo, 17 January 1957). 
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TABLE 2 
Estimates of fodder supplies in the Soviet Union * 
Millions of tons 


1954 1955 1956 pro, 
ЕТО: OS РИ об co 6 o & oc 4 4 14 47 
(ОР ЛЕВ И ов осоеб 8 ay bios 18 
Silage trary 0 sates ot tu eee 32 38 Syh о 
о о ee ae 9 ae soa By 
О а ао о бы eee 5 25) 
Нау Cows Gin 5 6 6 5 0 5 129 178 


Sources: Pravda, 3 February 1955 and 15 February 1956, Tass despatch 
of 14 June 1955, Narodnoe Khozyaistvo SSSR, р. 101 and Table 10 (Chapter П) 


а From previous year’s crop. 
Ь Preliminary plan formulated in February 1955. 


of sugar beet and vegetables were less than in 1955, 
and sunflower-seed yields were unchanged. Sowings 
had, however, been considerably expanded ® and this 
more than offset the falls in yield except in the case of 
vegetables other than potatoes. Although the crop of 
other vegetables was smaller, the raising of procure- 
ment prices in February 1956 encouraged farms to 
deliver more to the State than in 1955. The increment 
in state procurement of these vegetables was never- 
theless small and little improvement can be expected 
in supplies to state shops (which so far have had 
vegetables on sale for only three or four months of the 
year): ® neither the 1956 retail trade results nor the 
1957 Plan quotes figures for potato or vegetable sales. 
The fruit crop was moderate, but the policy (discussed 
below) of equalizing state purchase prices with local 


5 Sugar beet by 25 per cent, sunflowers by 7 per cent and pota- 
toes by 15 per cent. 


6 Sovetskaya Torgovlya, 2 June 1956. 


market prices attracted more into the state network 
and measures aimed at doubling the gross fruit crop 
in the next year or two have been laid down.’ 


Fodder supplies during 1956 were undoubtedly 
better than in previous years, as higher milk yields 
and egg supplies were the first to show. The data in 
Table 2 show that maize and silage availabilities 
were larger, and it is clear from reports of the 1956 
crop that such supplies will be considerably easier in 
1957. Very great emphasis has been placed in the last 
two years on the construction of silos, in which green 
maize should become the chief crop laid. In 1953, the 
silage need per cow was considered to be 5 to 6 tons 
per year,® but then and until 1955 only about 3 tons 
were being supplied on state and collective farms. 
In 1956, however, supplies rose to nearly 414 tons 
per cow and the Government’s Appeal! to Farmers in 
January 1957 expressed the hope that 10 tons per cow 
could eventually be reached. 

At this projected level of feeding, the Appeal 
estimated a milk yield of 3,000 kg. By 1956, the 
average milk yield on the collective farms had reached 
half this figure after a rapid increase since 1954: 


Milk Yields 
Kg. per cow per year 4 
1954/55 1955/56 


Collective:farms' 2, с о ee 1260 1597 
Alltsstate: farts: РВ Bas oe 2 413 
of which: Ministry of State Farms . . 2045 2.177 


Sources : Collective and state farm yields from Pravda, 11 November 1956 
and 17 and 31 January 1957; Kukuruza, No. 7, 1956, p. 3, Zhivotnovodstvo, 
No. 12, 1956, p. 2 and direct communication to ECE by the Soviet Government. 


а 1 October to 31 September. 


5 Including cows owned by the Ministry of the Meat and Dairy Industry, 
which have considerably higher yields than cows on other state farms. 


7 See decree of 20 July 1956. Crimean orchards and vine- 
yards, for which a rapid extension is envisaged, are suffering 
from manpower shortage, and from 1957 onwards some 8,000 
to fae families will arrive in the peninsula (Pravda, 7 October 
1956). 


8 Zhivotnovodstvo, No. 4, 1953, p. 7. 


TABLE 3 


Milk supplies in the Soviet Union 
Millions of tons 


1955 1956 1960, Plan 
Output Procurement | Output Procurement | Output Procurement 
Gollectivesiarmsia-a anne 13.8 17.14 11.6 bad 16.6 
BMS) 9 зоо 4.1 4.2 а 2.8 ou 6.8 
Individual holdings... . . 26.4 aim 2.8 1.6 
(LOtal ota ое 44.3 7s 
Of which : : ee aa 
Sold as whole milk . . 2.96 4.0 7.0 


Sources : Total from direct communication by Soviet Government to ECE; 
outputs from yield and cow numbers; procurement and sales from Molochnaya 
Promyshlennost, No. 5, 1956, рр. 24 and 25, No. 8, 1956, р. 3 and Мо. 1, 1957 
and /zvestia, 31 January 1957, Sovkhoznoe Proizvodstvo, No. 6, 1956 and Plan 

directives; farm market sales from Sovetskaya Torgovlya, р. 185. 


а 1 October 1955 to 31 September 1956. 
b Including farm market sales in 251 towns. 
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TABLE 4 
Productive livestock numbers in the Soviet Union 


Millions of head at 1 October 
ee ee 


Collective Individual 


farmne State farms Е. 


1955 1956 1955 1956 1955 1956 1955 1956 


о р ns SOE щит: 4.6 me 31.8 a 67.1 70.4 

Of, which cows. = « . 10.8 11.4 1.7 1.8 16.7 17.7 29.2 30,9 
Digs г... 23:2 26.0 6.6 8.0 22.4 22.4 52.2 56.4 
Сер и, 1 82.4 84.1 12.5 12.5 30.1 35.2 125: 08129-8 
О ео я 2.6 Ra = === 15.1 т 17.7 


Sources : Narodnoe Khozyaistvo SSSR, рр. 119, 120; Izvestia, 31 January 1957. 


Gross milk output must have risen substantially 
in 1956; collective farm output and state procurements 
were each some 30 per cent larger than in the preceding 
year (Table 3), while cow numbers (both for collective 
farms and in aggregate) rose 6 per cent® (Table 4). 
State milk sales increased by 50 per cent; and the 
output of factory-made cheese increased by 15 per 
cent, but the excessive price was unchanged !° and 
shops were left with surplus stocks.4 


Meat supplies, on the other hand, were disappoint- 
ing. State procurement in 1956 was just 9 per cent 
larger than in 1955 and 11 per cent larger than in 1953, 
pork accounting for all the increment. It is clear that 
slaughter weights have as yet shown little improve- 
ment. On state farms, which supplied 15 per cent 
of procurements, animals delivered to abattoirs were 
in fact of lower weight and poorer quality than in 
1955.12 Poultry numbers declined on collective farms 
(although they rose on state farms), but, thanks to 
better feeding, deliveries of eggs to the State were 
somewhat higher. The Appeal to Farmers commented 
that meat production was “ the most neglected branch 
of agricultural output ” 


Numbers of draught animals have hitherto been 
declining (Table 5), and in 1955 only 6 per cent of the 
tractive energy used on collective and state farms was 
supplied by draught stock. In 1956, however, an 
increase in horse numbers was planned and the official 
appeal in February said it was “intolerable that 
tractors were employed in the winter, using large 
quantities of expensive fuel for work which can be 


° For a discussion on the patent merits of feeding existing 
herds better rather than adding to cow numbers, see Economic 
Bulletin for Europe, Vol. 8, No. 3, pp. 26-27. 

10 Whereas a kilogramme of the most common type of Soviet 
cheese requires at most 10 kg. of milk, its retail pie is some 
15 times that of milk. 

и Оп 1 January 1956, cheese stocks averaged 36 days’ ries 
—slightly above the average for all foodstuffs. 


12 Sovkhoznoe Proizvodstvo, No. 8, 1956, р. 4. 


carried out by draught animals ”.13 This suggestion 
is presumably intended as a short-term solution, since 
it runs counter to what is generally regarded as a 
desirable policy, in the Soviet Union and elsewhere. 


Industrial Crops 


The crop of vegetable fibres was the best in Soviet 
history: the area devoted to these crops is not yet 
back to the pre-war peak, but yields were three times 
as high: 


1932 1956 
Area Yield Area Yield 
Million ha. q/ha. Million ha. а/Ъа. 
Сони tet ee vee РИ 6 2.39 18 
of which: Uzbekistan . . aM a 1.30 22 
Flaxsfibtea:) a .eeesxe 2.51 2 2.16 6 
Hemp Seater earners = 0.95 3 0.65 а 5 
5.63 ee 5.20 


Sources: Sotsialisticheskoe Stroitelstvo SSSR, 1936, pp. 291, 345; The 
Second Five-year Plan, 1936, p. 309; Narodnoe Khozyaistvo SSSR, p. 106; 
Pravda, 14 and 31 January 1957, Khlopkovodstvo, No. 5, 1956, and Table 1. 


а Estimate derived from the difference between the total increment under 
industrial crops and that for its main components. 


Ь Yields on efficient farms were 5 а/Ва. according to Sotsialisticheskoe Selskoe 
Khozyaistvo, No. 11, 1954, p. 91. 


18 See also Professor G. Khitenkov, Zhivotnovodstvo, No. 10, 
1956, p. 18. 


TABLE 5 
Draught livestock numbers in the Soviet Union 
Millions of head at I October 


195381954 81955 


О ie ek о р мы 15.3а 15.4 14.2 
Of which: on collective farms ...... 1522) 12.1 10.9 
Со cet Faia, eerie. ве. 0.3 а 0.4 ° 0.3 
Asses and mules ел 0.9 а 1.0 1.0 
Оо ЕО Be pete 3.6 а OY) 1.9 


Sources: Totals directly communicated by Soviet Government to. ECE; 


collective farm ownership from Narodnoe Khozyaistvo SSSR, р. 128. 


@ 1 January. 
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TABLE 6 


Industrial production in the Soviet Union 
Be И ра ооо оо Зыосы 


Percentage annual increments 
Price index 
1955 1956 1957 Plan 1955 
With 1952 =, 
price weights | With 1955 price weights 
where where applicable 
applicable 
Gross industrial output: 12.2 10.8 а tal 925 
Producers’ goods 14.6 11.4 7.8 87.5 
Consumers’ goods . 7.8 9.4 5.9 100 4 
Coal ee ae ee 12.6 10 6.5 с 95 
Oil. ees: ar: 19.4 18 15.8 se 
Electric power. . . 12.9 13 10.0 (75) е 
ОИ TSI объ 6 oo 3 10 1 6 89.5 
Engineering and metal-working . . . 19.5 ‘pe 10.2 hi 
AW iol Not an НУ о ee Ree С 4.0 4 7.12 100 
Сетевое cas to Le ake 18.4 11 14.7 66.5 
Railway: freight "se а. cee 13.3% 114 3.64 90 


Sources : Output indexes from Narodnoe Khozyaistvo SSSR, pp. 46, 57, 
69, 74, 78, 79 and 177, and /zvestia, 7 November 1956, 31 January and 6 Febru- 
ary 1957. Price indexes from Zasedania Verkhovnogo Soveta (3-9 fevralya 1955), 
p. 242, Gudok, 23 July 1955 and direct communication from the Soviet Govern- 
ment to ECE. 


а Given as “ almost 11 per cent ”; precise figure estimated by weighting sub- 
groups. 

Ь All references to the price reductions of 1 July 1955 (e.g., A. С. Zverev, 
Planovoe Khozyaistvo, Мо. 1, 1956, р. 20; Ekonomika promyshlennosti SSSR, 
1956, p. 434, etc.) exclusively specify producer goods and freight tariffs. 


In the main cotton-growing areas, yields were above 
the average of recent years. In Uzbekistan, where the 
largest plantations are to be found, the crop was a 
record опе,1 and elsewhere, except in Tadzhikistan 
and the Caucasus, yields were back to the 1953 levels 
after the poor showings of 1954 and 1955 (due to 
spring frost and summer rain). The post-war policy 
of encouraging cotton growing on non-irrigated plan- 
tations in the Ukraine, Moldavia and Krasnodar 
(North Caucasus) was reversed in 1956 and the area 
reduced, but this reduction was more than offset by 
extensions of the Central Asian plantations. 


The flax area was increased by one-third in the 
spring of 1956, and hemp plantings also appear to 
have risen. The renewed encouragement to these 
highly labour-intensive crops contrasts with the trend 
in western European countries and is to be explained 
partly by the insufficiency of other natural and 
synthetic fabrics—of which the production per head 
in 1956 was lower than in 1954—and partly by a 
change-over to mechanical harvesting. 


| “It was 22 quintals per hectare compared with 19 quintals 
in 1955. Tadzhikistan yields, however, were 25 quintals in 
both years. 


15 The park of flax combines rose from 1,700 in 1950 to 


6,400 in 1955 and that of tractor-drawn flax-pullers from 
8,000 to 26,000, 


Prices of some consumers’ goods may in fact have risen, reflecting the 
increases in agricultural procurement prices. 


с Excluding extraction under the control of republican Ministries of Local 
Fuel Industry (2 per cent of 1956 output). 


d Decrease was larger than that for coal. 


е Cost reduction inclusive of effects of fuel price cuts between 1950 and 1955 
(Energetik, No. 6, 1956, p. 1). 


Prices were decreased by more than the average (cf. Zverev, loc. cit.). 
8 Ministry of Timber Industry (65 per cent of 1956 output). 
h In ton-kilometres. 


Deliveries of silk cocoons recovered from the 
effects of the freak frosts of spring 1952 in the Cau- 
casus, but nearly all the increase in production last 
year was on Uzbek farms.1® 


Industrial Production 


Gross industrial output in the Soviet Union was 
nearly 11 per cent greater than in 1955 (Table 6). 
This was slightly less than the rate of growth shown 
for 1955. This decline in the rate of increase of the 
over-all index was due to a lower rate of growth for 
producers’ goods, while the output of consumers’ 
goods rose somewhat more than in the preceding year. 
Part of the apparent deceleration in output of pro- 
ducers’ goods may have been caused by the effect 
on the indices of the differential wholesale price-cuts 
introduced for producers’ goods on 1 July 1955.17 


1в Georgian recovery seems to have been less rapid than had 
been hoped, and the Sixth Five-year Plan directives for Georgia 
reduce the 1956-60 increase from 75 per cent (in the ten-year 
plan formulated in 1952) to 31 per cent. 


и The official index for 1955 was calculated оп January 1952 
prices, but that for 1956 was based upon July 1955 рисе- 
weights. As the data brought together in Table 6 indicate, those 
goods whose outputs increased more slowly than the average 
in 1956 (coal, ferrous metals, timber) were reduced in price 
—telatively to the prices used for the 1952 index—by less than 
the average while those goods whose output expanded more 
rapidly (oil, electricity, cement and engineering) suffered larger 


ИЕ ВЕННЕОНАИНИИИ 


The rate of increase of the consumer-goods index, 


however, appears to have been unaffected by the 
change in price basis. 


No changes in price-weights affect comparison 
between 1956 and the plan for the current year. 
Despite the increased availabilities of raw materials 
of agricultural origin, already described, the relative 
increment planned for consumers’ goods output is 
significantly smaller than in 1956. Output of produ- 
cers’ goods is also to rise less rapidly than during last 
year, and in both groups the rates planned are much 
below the averages implied in the targets for 1960 
set up in the original Sixth Five-year Plan directives. 


The slackening of the rate of growth planned for 
1957 is partly a result of the strain upon supplies of 
basic raw materials and fuels shown during 1956— 
though this was indeed no new feature—and the 
Government’s decision in December 1956 to ease 
this by increasing production stocks. In 1956 the 
plans for coal, iron and steel, cement, timber and most 
other building materials were under-fulfilled, but those 
for manufacturing industry were exceeded. In itself, 
these shortfalls in key supplies combined with above- 
plan demand would have thrown the best-formulated 
plan out of balance, but the insufficient amount and 
the maldistribution of stocks made the absorption of 
variations from plan virtually impossible. Manu- 
facturing enterprises have in the past tended to 
hoard whatever stocks they could obtain—often in 
defiance of central directives *—because of the fear 
of shortage; if confidence is re-established in the 
regular flow of materials, some at least of these 
excess stocks should be liquidated, and it may well 
be that a relatively small increase in the total amount 
of stocks will be sufficient to overcome the difficulties. 


The basic materials shortages of the past seem to 
have had a cumulative reaction upon output in certain 
industries. Shortfalls in building materials, steel and 
certain types of equipment—e.g., rolling-mill equip- 
ment, whose production plan has been under-fulfilled 
in each of the past four years—have led to under- 
fulfilments of the construction plans of those industries 
producing basic materials. Thus in coal-mining, 
metallurgy, and building materials less than the 
planned new capacities have been put into commission 
over the past few years, starting a further round of 
the vicious circle of shortage. The breaking of the 


price reductions. Moreover, whereas producers’ goods prices 
were reduced by 1214 per cent on average, those of consumers’ 
goods were apparently unchanged: hence the weight of that 
sector which grew more slowly was enlarged. 

18 At a census of industrial stocks on 1 October 1956, there 
were on the one hand 16.6 billion roubles of stocks in excess 
of officially computed normal requirements in enterprises, 
whereas other enterprises were short of 7.2 billion roubles of 
normal stocks. : 
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circle, which the 1957 Plan envisages, involves the 
concentration of resources upon a limited number of 
projects in the fuel, chemicals, metals and building 
materials sector and, in principle, upon sites nearing 
сотр еНноп.!? Since the volume of state investments 
centrally financed is planned to rise by 8 per cent and 
an increase is planned also for decentralized and co- 
operative industry, and since work is to be suspended 
upon less-essential projects, the increment to basic 
industrial capacity will obviously be substantial. 
These measures should help to speed up the maturing 
of investment projects in basic industries, but the 
increase in output of coal and electricity foreseen for 
1957 is nevertheless distinctly smaller than that of 
the preceding year (Table 6). The expected increase 
in goods traffic by rail is much lower than the actual 
increase in 1956. This reflects partly the decline in 
the rate of increase of coal production and partly 
the efforts being undertaken to reduce long-distance 
transport of coal.?° 


The shortfalls in building materials supplies in 1956, 
which included cement, timber, window-glass, bricks, 
slate, and pre-cast concrete parts, had their impact also 
in the under-fulfilment of the house-building target. 
Supplies available for private house-building continued 
to increase, however, and it was the state housing 
sector that suffered most in relation to the targets.” 
Consequently, the number of private houses erected, 
both urban and rural, increased substantially. The 
1957 plan envisages a 28 per cent increase in the 
number of houses to be built, including both publicly 
and privately owned dwellings. 


As already observed, the gross output of industrial 
consumer goods rose more rapidly in 1956 than in 
the previous year. The biggest advances were recorded 
by those products for which the inputs had made a 
good showing in 1955—viz. sugar (output of which 
rose 27 per cent), dairy products (28 per cent)— 
related to the better feed supplies of that year—tea 
(20 per cent) and wines (11 per cent). On the other 
hand, meat processing was only 6 per cent and the 
fish catch only 4 per cent better than in 1955. 


The increase in the gross value of output of consu- 
mers’ goods was thus highly concentrated on goods, 
such as dairy products, for which the value added by 
industry is a relatively small part of the total value 
of the product. It may be, therefore, that the accelera- 
tion of the increase of gross output of consumers’ 


19 The volume of uncompleted construction at the beginning 
of 1956 was 150 billion roubles, or exactly equal to the total 
of fixed investment carried out during the preceding year. 

20 See Chapter VI, Sections 1 and 2. 

21 The share of private purchases in total deliveries fell 
slightly, but private individuals nevertheless bought 30 per cent 
more slate, 9 per cent more cement and 6 per cent more glass 
than in 1955. 
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goods—from 7.8 per cent in 1955 to 9.4 per cent in 
1956—reflects this shift in the composition of output 
rather than an increase in the rate of growth of net 
industrial production. The output of cotton fabric 
was cut back for shortage of raw material, while 
that of other fabrics, notably from synthetic fibres, 
rose considerably. In terms of metres woven, output 
declined but as the expansion was concentrated on the 
higher-priced cloth, the total retail value of 1956 
output may well have been above that of the previous 
year. Production lines for consumer durables pursued 
their expansion, but at a less rapid pace than in 1955: 
the sharpest reduction was in the rate of increase of 
output of radio and television sets. 


Manpower and Productivity 


The number of wage earners reached 50 million 
at the end of 1956—i.e., 2.1 million more than a year 
earlier. Of this increment, 600,000 were members of 
industrial co-operatives transferred to the state payroll 
upon nationalization," so that the net increase in the 
labour force outside collective farms was 1.5 million. 
This was more than the increase in 1955 (1.1 million), 
largely as a result of a reduction in military personnel. 
Of the total addition to the labour force in 1956, 
1.1 million entered the main “ productive sectors ” of 
the economy; 300,000, public health and education; 
and 100,000, trade and municipal services. Employ- 
ment in administration was reduced. 


The increase in industrial employment was 31 per 
cent, and it thus accounted for about one-third of the 
rise in total industrial output, as was also the case in 
1955. For 1957, a considerably smaller inflow of 
manpower is envisaged, and increases in productivity 
are to account for 80 per cent of the planned 7 per cent 
rise in industrial output. Manpower in building 
increased in 1956 at the same rate (314 per cent) 
as it had declined during 1955,23 and since the growth 
of productivity continued for the second year in 
succession at the remarkably good rate of 10 per cent, 
the 1956 rate of increase in output was more than 
double that of 1955. 


The increase in industrial output per man planned 
for 1957 (5.4 per cent) is relatively low as compared 
with the rise of 50 per cent in industrial productivity 
envisaged for the whole period of the Sixth Five-year 


22 Consequent upon the decision of the Central Committee 
of the Communist Party requiring “ а reorganization of handi- 
craft co-operatives so that those which have lost the character 
of co-operatives be transferred to the State” (Pravda, 14 July 
1955), 1.2 million still remain as members of handicraft co- 
operatives after the nationalization of 1956. 


*8 The decree which introduced the new building wage 


structure from 1 January 1956 spoke of the very high labour 
turnover in construction. Е Me 


Plan.24 It may be, however, that the rate of increase 
in output per man is expected to accelerate consider- 
ably during the five-year period. In any case, the 
drive for higher productivity is a central issue in Soviet 
economic policy at present, and a number of measures 
have been taken since the all-Union Conference of 
Industrial Workers in May 1955. The 1956 Plan 
included an order to all ministries running engineering 
shops to modernize at least 2 per cent of their stock 
of machine tools and forging pressing plant—viz. 
about 20,000 tools. The satisfactory execution of this 
order has led the Government to raise the minimum 
percentage to a further 5 per cent of machine tools 
and 3 per cent of forging-pressing plant in the 1957 
Plan.25 The drive for improvement of productivity 
also lies behind some new measures affecting factory 
administration. For instance, the responsibilities 
and the pay of foremen were increased,”* and the 
basis of payments for inventions and propositions for 
rationalization were altered in August 1956. 


National Income and Expenditure 


The contributions to national product made by 
each sector in 1956 are indicated by indexes of their 
gross volume in Table 7. For the first time since the 
start of the five-year plans, the rate of growth of 
national product (12 per cent) significantly exceeded 
that of industry,”’ аз a result of a big increase in agri- 
cultural output, and peasant incomes rose no less than 
12 per cent, compared with 7 per cent in 1955. Since 
the larger volume of farm goods will become available 
for distribution only in 1957, real wages rose by no 
more than 4 per cent in 1956. 


Apart from the expansion of the wage-bill in line 
with the growth of employment, some increases in 
wage rates occurred—notably for public health staff, 
building operatives and some agricultural workers. 
Moreover, a number of measures favouring the lower 
income groups were introduced, of which the financial 
effect will be fully felt in 1957. These measures are 
discussed in detail below.?8 


Both higher output and further increases in state 
procurement prices contributed to the rise of farm 


4 See Chapter II, Table 13. 


в. The significance for productivity of modernization in the 
engineering industry may be gauged from the fact that this 
sector comprises over one-third of all industrial employment. 


$ 26 Ву decree of September 1955. At a foremen’s conference 
in May 1956 managers were invited to give foremen more 
authority and to enlist their co-operation in improving working 
techniques. 


№: 1933 was also an exception, but the disturbances of collec- 
tivization had so sharply reduced agricultural output in 1932 
that this must be regarded as a special. case. | 


*8 See Section 5 of this chapter. 
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TABLE 7 


Net national product of the Soviet Union and indicators of its components 


Index numbers 


1951 1952 1953 1954 1955 — 1956 | а Plan 
1957 1960 
Preceding year = 100 (1955 = 100) 

Gross output of: 
Оу eee 117 112 112 113 112 111 107 165 
Building Mee. see: 117 113 104 117 105 114 109 а 162 
ое a.) 93% 104 * 038 105 * TO 114 * 58 170 
ао а 112 110 107 109 113 112 105 155 
аа 113 110 119 115 104 109 4 1114 150 
Net national product... . 112 ИТ 109 112 110 112 108 160 


Sources : 1951-55: Narodnoe Khozvaistvo SSSR, рр. 30, 36, 46, 159, 174 
and 181; 1956: Izvestia, 31 January 1957; 1957 plan: Izvestia, G February 1957; 
1960 plan: Plan Directives and (for building) Voprosy Ekonomiki, No. 11, 
1956, p. 20. The agricultural index is a secretariat estimate based upon crop 
and produce series (in Narodnoe Khozyaistvo SSSR, p. 101 and in the source 
quoted for 1956-60) and a gross value index for 1952 derivable from Khrush- 


incomes during 1956.8 As the following list shows, 
most crops grown by collective farms 30 have been 
affected by price increases since the reforms were 
initiated in September 1953. 


29 It may roughly be computed that of the 15 billion rouble 
increment in the money income of collective farms, about 
one-third was attributable to increases in procurement prices. 


30 Delivery prices for nearly all produce of state farms were 
raised in January 1954. 


chev (Pravda, 15 September 1953) and Shabalin (Voprosy Ekonomiki, No. 8, 
1953, p. 55) and for 1960 from Dengi i Kredit, No. 6, 1956, p. 4. 


@ The series relate to building-installation work, but this figure to gross volume 
of investment. 


Ь The series relate to all retail trade, but these figures to state and co-operative 
trade only. 


Procurement Price Increases 1953-1956 


1953: Meat, dairy produce, eggs, wool, potatoes and other 
vegetables; 

1954: Grain, legumes, flax, linseed, hemp; 

1955: Hides; 

1956: Cotton, sugar beet, wool, fruit, potatoes and other 
vegetables, tobacco, furs and skins. 


The increases of 1956 have virtually completed 
the present stage of the agricultural price reform. 


TABLE 8 


Constituent changes in personal income and outlay in the Soviet Union 


Increases or decreases in billions of roubles 


INCOME 1956 1957 OUTLAY | 1956 1957 
Plan Plan 
1. Expansion of labour force. ... . 14 * 153% 8. Increase in sales through state shops . 28 
2. Increase in average wage. . . Gf te 9. Increase in sales through co-operative 57 
of which public health workers 3 — shops* ВЕ с и outa 5% 15 
3. Establishment of minimum wage . . — 8 10. Increase in commission sales on behalf 
у ОР ре sere Pras 2) : 
4. Social insurance disbursements . . . 5 3 are: 
ti Changemnadircctataxesi as annie ne 2 2% 
5. Improved old-age and eae pen- me ie ; 
SIONS ве 3 11 12. Raising of tax-free floor to income tax —-- —1% 
6. Increase in аа farm income 13. State Loan subscriptions ..... р —6 
(including increments in pro- 14. Deposits in savings banks... . . 3 и 
сигетейе prices)" 2 a 14 i ; к 7 
: 1 15. Reductions in charges for social ser- 
7. Loan service . 2 2 NICO te, о ие Dt ee 
Total known components ра 45 (3914) Total known components eA 50 (5014) 


РАО ООВ — — 


Sources : See Appendix В. 


@ In 1956, abolition of school fees; in 1957, reduction in charges for sanatoria, etc. 
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TABLE 9 


Soviet public accounts 


Billions of roubles 


1955 1956 1956 1957 

Actual Budget Actual 4 Budget 

Revenue 
ЧН ОИ 5 oo 0 a бо 242.4 271.1 258.1 277.4 
Dividends from profits Ames 102.8 MO 3 101.2 116.0 
Socialbinsurancepptemid aaa 26.5 2855 28.1 31.0 
Income of machine-tractor stations ......... 10.8 139 
Income tax on co-operatives and tax on non-commodity 

transactions aaa ое 6.7 5.9 
Income tax on collective farms. ... 7.6 9.6 
Other revenue from socialized sector ...... 71.8 70.7 
Revenue from socialized sector. ... . 472.04 507.3 484.3 524.5 
DITeCtCAXCS ain и а се Ве 48.4 50.3 50.7 Бу 

State о О on dae 30.5 92.2 32.8 27.35 
Increases in savings bank deposits ......... 6.8 5.0 10.0 10.5 
Other revenue from persons .... . a 3.9 5.2 3.4 
Revenue from persons. .... . 89.5 4 91.4 98.7 92.7 
FLOTA TA REVEN UE ие 564.3 592.7 583.0 617.2 

Expenditure 
INationalwecOnOmly aa iver een) ncn ens 232.7 237.3 244.5 244.7 
of which: 

Heavy industry and construction . 90.0 а 100.9 103.5 

Light industry Goes se оо 90a 9.7 14.9 

Transport and communications . Che. alee gee Puree 19.8 а 21.8 18.0 

Machine-tractor-stations | о иене 32.1 327 34.1 

Нами. ль 9.2 8.0 9.8 

Procurement pete 1.4 

Other agriculture . 6.8 * 79 9.0 

Other sectors 63.2 а 56.3 54.0 
Social and cultural measures . . 147.2 161.5 163.7 188.4 

of which: 

Education Pe nt 68.9 72.8 73.1 79.0 

Health and physical culture . 31.2 35.1 35.5 38.0 

Social security . . а } 42.1 30.5 31.4 45.4 

Social insurance . 17.9 18.6 20.9 

Family allowances 5.0 Dee, 5.1 5 
ОН 2 ооо 105.0 * 102.5 98.8 96.7 
Od eSCIViCG a yee ee 12.24 14.0 13.9 15.4 
Transfer to Reserve Fund . с с —13.0 14.0 
Administration We aE heey Ц Е АК 12.5 а EES 12.2 11.9 
Grants to cover loans by investment banks 29.9 * So 4.1 
Othersexpenditttne в: ewer eee ee : 41.8 38.2 29.4 

TOTAL EXPENDITURE . 539.5 569.6 561.0 604.6 
of which: 

Investment 109.3 118.4 130.0 
a cet a Ia а ee cS os a ae Sth 
Surplusienc по coke ot Ome 24.8 РЭ. 22.0 12.6 
Expenditure through Union- Republican budgets 127.4 139.6 173.0 194.0 


Sources: Survey for 1955, Table 88; Planovoe Khozyaistvo, Nos. 1 
and 2, 1956; Zasedania Verkhovnogo Soveta SSSR (26-29 dekabrya 1955) 
pp. 12, 18 and 461; and Izvestia, 6, 7 and 10 February 1957. 


Note. — Budget estimates are italicized, 


а Provisional results. 


b The increment of 0.8 billion roubles is to be contributed from savings 
bank funds and not by public subscription. ы 


с Included, if any, under “ other expenditure ”. 


ее ne НЙ 


Compulsory delivery prices are reported as now 
covering costs of materials (seed, fertilizer, etc., at 
present rates of input), payments for labour such that 
each farm member receives no less than would be 
earned by a seasonal worker on a state farm, and some 
contribution towards farm accumulation.®! State 
purchase prices for deliveries above compulsory quotas 
are considerably higher,*? and this, together with the 
level at which compulsory deliveries are fixed, leads 
to disparities between the unit-incomes obtained by 
individual farms. The efficient farm obtains high 
premia, but the inefficient farm is penalized by being 
paid only the low quota price. The margin is illustrated 
by the receipts of various farms from state deliveries 
in the Bezhetsky raion of Kalinin oblast : 


Income received, in roubles per quintal, 
from farms with: 


Medium yields High yields 


Low yields 
IEOtatOGS Seep ees = 18.3 22.6 24.4 
RATIO ie & 92.2 80.0 115.8 
Cattle (live weight) ... 212 280 341 
Ве... 328 397 494 
Вибе о Sp. >. 575 775 920 


Source : Kommunist, Мо. 8, 1956, рр. 43-44. 


It will be seen that, for instance, the average price 
paid for a litre of milk varied from 52 kopeks to 
1.16 roubles. It seems to be the view of the Soviet 
authorities that the disparity in proceeds per unit of 
output is so large that the system works as a dis- 
incentive, rather than as an incentive, for the in- 
efficient farm which risks having little or nothing left 
for investment and amelioration. The narrowing of 
the gap in sugar-beet pricing by the decree of 7 June 
1956 seemed to indicate the Government’s intention 
to reduce the disparity by bringing prices for compul- 
sory deliveries closer to those for above-quota deliv- 
eries, rather than by changing the level of the quotas.* 
An eventual third stage has been mooted—viz. the 
unification of compulsory quota and above-quota 
purchase prices at a “correct economic price ”,* 
but the Government clearly does not propose any 
immediate steps in this direction. 


Despite these improvements in farm income, the 
total increase in the money incomes of both farmers 
and workers planned for 1957 seem cautious in 
relation to the planned expansion in the volume of 


81 See the Government’s Appeal to Farmers, Pravda, 8 April 
1956. 

32 And in the case of fruit, follow prices obtaining in free 
local markets (decree of 20 July 1956). 

33 For a discussion of similar policy issues in eastern Europe, 
see Section 4 of this chapter. 

34 M. Moiseev, Kommunist, No. 8, 1956, р. 45. The prices 
would be regionally computed to permit the taxation of diffe- 
rential rent. 
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retail sales, if personal cash savings remain at the 
levels shown since 1953. Table 8 suggests that there is 
scope in 1957 either for additional increments to 
personal income or for reductions of prices in state 
shops. The fact that turnover tax receipts are planned 
to rise by 20 billion roubles in 1957 (see Table 9) 
further suggests that the Soviet authorities envisage 
additional increases in money incomes rather than 
substantial price cuts. On the other hand, farm 
market prices have been falling under the influence of 
improved supplies. As Table 10 shows, falls in prices 
of grain and livestock products brought them closer 
to state shop prices than they had been since the 
beginning of 1954; and in some areas (the Ukraine 
and Moldavia) milk prices on the farm market fell 
below those of state shops, which is as it should be, 
given the more hygienic conditions of shop sales. For 
vegetables, farm market prices are now closer to— 
although still much higher than—shop prices. For 
foodstuffs as a whole, farm market prices dropped 
by 10 per cent between 1955 and 1956. 


Private investment in the form of house-building 
rose in 1956 and, with more materials becoming 
available, is expected to increase further in 1957. 
Likewise, an increase is forecast for collective farm 


TABLE 10 


Indices of prices in collective-farm markets in 71 large 
towns of the Soviet Union 


Year and г 
quarter Food 
Contemporary state shop prices = 100 
1954 Rel eee 125 529 126 148 157 
ПЕ 140 560 170 142 169 
пы 151 202 159 143 183 
у < 137 375 150 171 185 
ПО же: 153 187 209 185 
Те 147 292 173 191 184 
те 137 216 146 170 170 
а 5. 143 266 145 173 158 
195675; » nee Пр Oe eS Gen 157 
1940 farm-market prices = 100 
19507 naan 102 95 100 8457) 98 
19542 ce 79 126 106 85 110 
общее aie 83 126 104 100 114 
19563 eS ae ю 71а 1024 824 724 103 2 


Sources: 1950-55: Sovetskaya Torgovlya, 1956, pp. 133, 134 and 183; 
Pravda, 10 November 1956 and 31 January 1957. 


@ Excluding fourth quarter. 
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investment.2> The volume of state investment is to 
rise by 9 per cent. Although less than the average 
annual increase envisaged in the Sixth Five-year Plan, 
this is a remarkably high rate of growth in view of 
the fact that from 1955 to 1956 state investment had 
risen by 17 per cent—i.e., by considerably more than 
national income. Рог 1957, national income is 
planned to increase by 8 per cent. Thus, the invest- 
ment plan seems to indicate that the higher ratio of 


35 In 1955, collective farm investment was 18.8 billion roubles, 
of which 13.6 billion was financed from their own income and 
the remainder borrowed from the Agricultural Bank; under 
the 1957 plan about 21 billions will be invested, of which 
4.9 billions from Bank loans. 


investment to national income reached in 1956 is to 
be maintained and even slightly increased in 1957. 

The distribution of investment in 1957 has not 
been published, but some impression may be gained 
from the break-down of budget expenditure (Table 9). 
The small rise in spending on heavy industry as com- 
pared with that planned for 1956 allows a larger 
increase in investment in this sector, because subsidies 
to the timber industry are to be eliminated by a rise 
of prices, while the relatively bigger increase in expen- 
diture for agriculture similarly may provide for a still 
larger increase in agricultural investments, because a 
smaller part will be needed for subsidies to machine- 
tractor stations and state forests. 


2. EASTERN EUROPE IN 1956 


Economic developments in 1956 in the eastern 
European countries were generally less satisfactory 
than in the Soviet Union. It is true that the rate of 
increase of industrial production in most of the 
countries was only slightly below the 11 per cent 
recorded in the Soviet Union, but in eastern Germany 
the increase was no more than 7 per cent and in 
Hungary the virtual stoppage of output for the last 
70 days of the year brought industrial production for 
the year as a whole to a level 14 per cent below that 
of 1955 (Table 11). The difference between the 
Soviet Union and eastern Europe was even more 
pronounced for agricultural output, which fell short 
of the level of the preceding year not only in Hungary, 
but in eastern Сегтапу,36 Rumania, and Bulgaria as 
well; only Poland and Czechoslovakia reported 
increases—of 6 and 3 per cent respectively—but the 


36 Although gross output of agriculture increased by 1 per 
cent, net output declined somewhat. 


rise in the latter country was only one-third of that 
foreseen in the plan for 1956. 


Agricultural Output 


The generally poorer showing of eastern European 
agriculture in 1956 than in 1955 seems to have been 
due chiefly to adverse weather conditions. The 
harvest of cereals, and particularly of coarse grain, 
was nearly everywhere lower than the harvest of 1955 
or the average for the years 1953 to 1955 (Table 12). 
Similarly, the sugar beet harvest and several other 
crops seem to have been generally bad. Only potatoes 
showed a good result in most of the countries.*? 


37 In Czechoslovakia, the only country where the harvest of 
cereals exceeded the 1955 level, the harvest of all crop products 
was nevertheless slightly below the results for that year, owing 
mainly to a bad harvest of sugar beet and fodder roots, which 
decreased by 16 and 17 per cent, respectively, compared with 
the average for the years 1948 to 1955. 


TABLE 11 


Change in gross output in industry and agriculture in eastern European countries 


Percentage increases over previous year 


a _—__ 


Industrial output 


Agricultural output 
Country 
1955 1957 1955 1956 1957 
Actual Plan а Actual Plan Actual Plan Actual Plan 
‘Albania сии Jona eon 13 11 8 24 we at 
pulgaria ese ee ate eae 10 12 16 8 30 18 —5.* 32 
(CHES TONONAISE, 6 ag no oe 11 9 10 8 12 9 3 75 
iBasterny Germanya eee 8 9 7 7 1 1 
FALUN Sat eet ch see ee ee a 8 6 —14 —7* 12 8 
11 И 10 4 В 6 6 3 
14 11 4 175 —15 * 


Sources: Plans and plan fulfilment reports. 


@ Original plan. The planned increases for Albania and Czechoslovakia 
were later revised to 6 and 7 per cent respectively. 


Ь In the 1957 Plan, coarse grain and bread grain output are forecast to increase 
by 16 and 8 per cent, respectively (Rudé Prdvo, 6 January 1957). 
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TABLE 12 


Harvest of main crops in eastern Europe 


a ee ee 


All cereals Bread grain Potatoes Sugar beet 
iS 1956 1956 | 1956 
Country ating 1955 1956 1953-5. 5 оуег 1953-55. a ages oie о г 
average 1955 average 1955 average 1955 average 1955 
Millions of tons Percentage increase 
Bulgaria . р ИБ 4.1 4.6 3.6 —13 —23 —16 —16 ae be 42 61 
@zechoslovakia) и... 4.7 БЫ 5.4 15 7 10 6 13 12 —22 —27 
Bastern Germany ... . 6.4 6.5 5.9 —7 —10 —6 —8 11 32 —20 —15 
О о ем 6.1 6.6 4.9 —20 —25 —15 —19 4 —11 —19 —20 
Roland Е а Бе rie 1257 1241 8 —5 10 —5 21 41 —10 —13 


т 1 А р ВИ 


Sources: Plans and plan fulfilment reports, as well as direct communications from the Governments. In addition for Hungary: Szabad Nép, 4 and 


20 October 1956, Népszabadsdg, 
@ Wheat, rye, barley and oats. 


Meat production increased considerably in Bulgaria, 
Czechoslovakia, eastern Germany and Poland, but in 
some countries this may have been due to extra- 
ordinary slaughterings caused by the bad harvest. 
Excessive slaughterings of pigs are reported to have 
taken place in Hungary during this winter; the 
combination of a very bad fodder harvest and the 
cancelling in the autumn of obligatory grain deliveries 
have created a critical situation for livestock breeding 
in state and co-operative farms. In eastern Germany, 
too, pig numbers were reduced in 1956 and milk 
production declined. 


The continuing rapid growth in the output of 
animal products in Czechoslovakia—9 per cent in 
1956, as against 8 per cent in 1955—was accompanied 
by sharp increases in prices paid to farmers and there- 
fore by a still more rapid rise in farm income.*® The 
latter rose by 20 per cent from 1955 to 1956, following 
a 25 per cent increase a year earlier. Since 1953, milk 
prices paid to farmers have gone up by 40 per cent 
and pork prices by 50 per cent, and prices of beef 
have more than doubled.*® It is remarkable that 
these price increases have not been reflected in the 
cost-of-living index. On the contrary, retail food 
prices have declined steadily, and were 20 per cent 
lower at the end of 1956 than in the middle of 1953. 
These divergent trends in producer prices and con- 

sumer prices for food have probably been brought 
about through shifts in turnover taxes and retail trade 
profits. In January 1957 some agricultural prices 
were adjusted downward, and it is hoped that the 


88 Ror further discussion of Czechoslovak farm price policy, 
see Section 4 of this chapter. 

39 The price paid to Czechoslovak farmers per kg. of wheat 
delivered above the quota even reached the price of a kg. of 
bread. (Rudé Pravo, 13 December 1956.) 


26 February 1957; and for Bulgaria: Rabotnichesko Delo, 28-29 December 1956. 


rate of increase of farm income can be kept down to 
7 per cent in the current year; it is not known оп 
what expectations for output this estimate is based. 


Although the rate of decrease of the agricultural 
labour force in Czechoslovakia seems to be no greater. 
than in western European countries—the average 
annual decline between 1948 and 1956 was 2.4 per 
cent—the concern about labour shortage is much 
greater because of the low degree of mechanization 
of agriculture. The tractor stock in relation to the 
agricultural area is less than half that of eastern Ger- 
many and not much more than 10 per cent of that 
of western Germany; and the annual rate of increase 
is also only a fraction of that in either eastern or 
western Germany, and much lower than in any other 
eastern European country (see Table 7 in Chapter IJ). 
In 1956, the number of tractors delivered, though a 
record for Czechoslovakia, was still only 6,746. 


Instead of undertaking a major effort to increase the 
degree of mechanization, strenuous efforts have been 
deployed in Czechoslovakia, ever since the launching 
of the special Four-year Plan for agriculture in May 
1954, to attract labour to this sector. These efforts 
were successful in so far as employment in agriculture 
rose by 13 per cent from the low point in 1953 to the 
end of 1956. But still nearly half a million hectares in 
the borderlands, or more than 5 per cent of the agricul- 
tural area, are idle. In Poland, where the tractor 
stock is even lower than in Czechoslovakia, the supply 
of machinery was insufficient in 1956, and the increase 
was somewhat lower than that foreseen in the plan. 
Progress in the mechanization of agriculture was much 
more satisfactory in Bulgaria and eastern Germany. 
In the latter country, the performance of the MTS 
increased by 22 per cent compared with 1955. 
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TABLE 13 


Output of coal and lignite in eastern Europe in 1956 
and plans for 1957 


Hard-coal equivalent 


1956 1957 
Country Plan Actual Plan 
Millions 
of tons Percentage increase over 
previous year 
Albania ara cane 0.2 12 14 10 
Bulgaria mee eee 5.3 13 5 5) 
Czechoslovakia . . 46.6 9 9% 6 
Eastern Germany . 60.3 6 2% 4 
АИ оо 4 Se 9.9 7% —7% —274 
О ооо ых 97.6 7) 1 —2 


Sources: Plans and plan fulfilment reports; Fontosabb adatol az 1956 
oktdber-decemberi idészakrél, р. 5, and Appendix Table XXVIII. 


@ Provisional plan decreed in January. 


Industrial Output and Fuel Supplies 


As already mentioned, gross industrial production 
rose considerably from 1955 to 1956 in all eastern 
European countries except Hungary and eastern 
Germany. However, in Czechoslovakia and Poland, 
the rate of increase tended to slow down towards the 
end of the year. This, as well as the under-fulfilment 
of the production plan in eastern Germany, was 
caused largely by the fuel crisis which developed in 
the latter half of the year. 


Production of coal and lignite taken together hardly 
rose at all from 1955 to 1956, either in Poland or in 
eastern Germany (Table 13), and Polish exports were 
cut back sharply, with particularly unfavourable 
effects for eastern Germany. Two of the blast fur- 
naces in Stalinstadt had to be cooled for lack of Polish 
coke, and the stepping-up of domestic brown-coal 
production became a key problem for the eastern 
German economy: even skilled ship-building workers 
were transferred to the lignite mines. The fuel 
shortage was further accentuated by the stagnation of 
oil production in Rumania and the sharp decline in 
Hungary. 

The effects of the fuel crisis on steel production were 
felt in the countries normally importing fuel from 
Poland rather than in Poland itself, where steel output 
increased at a satisfactory rate.*°* The deceleration of 


ео However, several measures had to be taken to reduce fuel 
consumption; for instance railway traffic was reduced and the 
production of aluminium had to be stopped. 


the increase in output in eastern Germany and in 
Czechoslovakia was accompanied by shortfalls in 
capacity utilization in the engineering industries. As a 
result, the output pattern of the engineering industries . 
is to be revised with a view to increasing the share of .| 
products with a low metal content. This in turn implies 
a reconsideration of the earlier agreements on special- 
ization amongst the engineering industries in eastern 
European countries. 


Despite the shortages of fuels and metals, industrial 
output of producer goods rose from 1955 to 1956 by 
12 to 14 per cent in Czechoslovakia, Rumania and 
Bulgaria, and by 9 per cent in Poland; in all four 
countries the plan for the year was more than fulfilled 
(Table 14). The plan for industrial output of consumer 
goods was also fulfilled, or exceeded, in these coun- 
tries, and in Poland and Bulgaria the increase was 
larger than that for producers’ goods. 


Bulgarian industry did not suffer from shortage of 
fuel, and industrial output, particularly of consumers’ 
goods, increased at a remarkable rate. Further pro- 
gress in 1957 depends to a great extent upon over- 
coming the difficulties in the supply of raw materials, 
which have probably been enhanced by the bad 1956 
harvest. In order to help solve the attendant employ- 
ment problem, a recent agreement with the Soviet 
Union provides for deliveries of raw materials for 
return after processing in Bulgaria. 


Industrial employment in Bulgaria increased by 4 
per cent from 1955 to 1956, as against only 2 per cent 


TABLE 14 
Changes in industrial output in eastern Europe 


Percentage increases over previous year 


1955 1956 1957 
Actual Plan Actual Plan 
Bulgaria а 
Producers’ goods 15 10 12 10 
Consumers’ goods 7 15 20 i 
Czechoslovakia 
Producers’ goods 8 10 12 8 
Consumers’ goods 13 7 7. Te 
Poland 
Producers’ goods na 7 9 b 
Consumers’ goods ais т 11 2 
Rumania 
Producers’ goods 16 Ae 14 5 
Consumers’ goods 10 i ul 2 


Sources: Plans and plan fulfilment reports. 


@ The figures were estimated on the basis of plan fulfilment repo ы 
duction by Ministries. P ports on pro 


® Plan for total industrial output. 
с Food industry is planned to increase by 6 per cent. 


TABLE 15 


Changes in industrial employment and output 
per man in eastern Europe 


Percentage increases over previous year 


1955 1956 1957 
Actual Plan Actual Plan 

Bulgaria 

Employment р 4 4 6 

Output рег man. . 8 8 12 2а 
Czechoslovakia 

Employment a‘ 2 2 3 2 

Output per man... 8 т 7 5 
Eastern Germany? . . 

Employment — 1 —* 

Output per man. . . 7 9 8 
Hungary 

Employment Pat 2 1 pre 

Output per man... 6 я 5с 
Poland 

Employment are 4 4 2 

Output per man... т! 5 2 
Rumania 

Enmiployment. ws 3 me 2 

Output рег man... 11 9 


Sources; Plan and plan fulfilment reports. 
а Republican-controlled industry only. 


5 Centrally-managed state industry only (corresponding to about 70 per cent 
of total industrial production). 


¢ First nine months of 1956 compared with the corresponding period of 1955 


in the preceding year, while the rise in output per man 
was more rapid (Table 15). It seems that, owing to 
the difficult employment situation, the emphasis in 
Bulgaria in 1957 is on increasing production by taking 
in more manpower rather than by raising productivity. 
Recently, negotiations were initiated for emigration 
of Bulgarian workers to Czechoslovakia. This attempt 
to increase labour mobility is an interesting new 
feature in post-war economic relations among eastern 
European countries. 

The growth in industrial output in eastern Europe 
from 1955 to 1956 was made possible mainly, or in 
some countries even exclusively, by increases in output 
per man. Changes in industrial employment were 
small, except of course in Hungary, where production 
virtually stopped in the latter part of the year.” 


Investment 


It was intended in all the eastern European coun- 
tries starting a new long-term plan period in 1956 
that this year should give renewed emphasis to invest- 
ment. The plans for the year foresaw increases in 


40 For detailed information on output of main industrial 
commodities, see Appendix Table XXIX. 
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investment ranging from 14 to 40 per cent in all the 
countries apart from Poland, where a rise of 8 per 
cent was planned, and Bulgaria—still in execution of 
its 1953-1957 plan—where investment was planned to 
decline by 14 per cent. 


Actual investment in 1956 did not conform to these 
expectations. Declines were registered in Bulgaria 
(by more than that planned) and in Hungary; invest- 
ment failed to increase in Poland, and the increases 
in the other countries were much smaller than planned. 
In eastern Germany, the actual rise was 34 per cent 
instead of 40, and in Czechoslovakia and Rumania 12 
and 15 per cent respectively, instead of the planned 
21 per cent. (Table 16.) 


There is little quantitative information so far 
available to show which sectors were mainly respon- 
sible for these shortfalls. The incomplete information 
given in Table 17 suggests, however, that house-building 
generally lagged behind. The under-fulfilment seems 
to have been particularly pronounced in house- 
building by the State, while co-operative and private 
house-building increased in a number of countries. 
In Poland, it is intended to increase non-state house- 
building in the towns very considerably, and in 1957 
bank credits to the amount of 400 million zlotys, or 
four times as much as in 1956, will be made available 
for private construction in towns. In Bulgaria, where 
the statistics include also country dwellings, the state 
sector now accounts for only one-third of total 
house-building (measured in square metres of floor 
space), and a very large amount of private house- 
building undertaken by members of co-operative 
farms and others is going on all over the countryside.** 
Rumania is the only country to report a large increase 


41 The amount of 200 million leva was allocated for private 
and co-operative building in 1957, as compared with 102 
million in 1956. 


TABLE 16 
State investment in eastern Europe in 1956 


Percentage increases over previous year 


1955 1956 1957 
.. Country ; 
Plan Actual Plan Actual Plan 
Bulgaria. wees 14 8 —14 —17 —17 
Czechoslovakia . . — 1 21 12 13 
Eastern Germany . an 12 40 34 3 
Hungary? yn 7 —5 14 —11 | —33 
Рода —2 3 8 — 6 
Rumanias ее. ty 11 21 15 13 


Sources: Plans and plan fulfilment reports, statistical yearbooks and 
bulletins. 
а Total investment, except for the 1957 Plan, where the percentage refers to 
state investment only (Népakarat,.27 January 1957). 
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TABLE 17 concentrated on the construction of workers’ dwellings | 


Construction of dwellings in eastern Europe in the coal-mining regions and in the oilfields. 
The unsatisfactory investment performarice led to 


1956 1957 decisions to concentrate efforts on completion of | 
1955 projects under construction,*? and at the same time. 


Thousands ee See the need to give priority to investment in coal mining, | 
over previous year electric power and other basic industries was stressed, | 
ой especially in eastern Germany and Czechoslovakia. 
Bulgaria In the former country, the investment plan for 1957 is 
State sector (m’) . . . . a SB a below the level planned for last year, but 3 per cent 
sess ale see ie 1785 а = ый above the level actually reached. However, the plan 
a eee baie ink th Я is is not fully covered by raw material supplies, and will 
State sector (number) . . 32 а 12) —10 19 probably have to be cut further. In Bulgaria, Hungary 
Othersite о Lie a 13 5. and Rumania also the intention seems to be to cut 
Total nes cial . 9: er | met ae 3 3: investment in 1957, in the case of Hungary to little 
Eastern Germany (m*) . . . | 1600 36% ор more than half the level which had been planned for 
Hungary (number)... . . 32 25 — 62 *с 230 1956. 
Poland ро (91 Pere 
State sector? (rooms) . . 148 .. —185 —1е 
Others (rooms). ... . 18 xi ь 106е Real Wages and Supply of Consumers’ Goods 
Total in towns (rooms) 166 6) — 62)" Ше j ; i 
САКИ The changes in real wages in eastern Europe in 1956 | 


13 воины show a rather diversified picture (Table 18). In eastern 
Germany and Hungary, the improvements were small | 

Sources: Plans and plan fulfilment reports, statistical yearbooks and both in absolute terms and in comparison with the © 
Moet progress made in the two previous years, while the 
Ь Plan under-fulfilled. increases in Czechoslovakia, Bulgaria and Poland 


с Assuming about 30 per cent fulfilment of the plan for completions, which 9 . 
has actually been reached for state-built houses (Fontosabb adatol az were very considerable. In Poland the increase even 


State sector (number) . . 


1956 oktdéber decemberi idészakrél, Budapest, р. 43, and Népakarat, - 
НИ approached the rate of the exceptionally favourable 
d Including local government. The State Housing Corporation (ZOR), year 1954—a year when policy changes, together with 


hick ts 70 t of all State housing construction, fell 16 
ое yearly С В ЗЕ ton, fe 10 Per the excellent 1953 harvest, had reversed the 1950-1953 


г Percentage increases over 1955. stagnation or decline in real wages by a sudden and 
sharp rise all over eastern Europe. 


(23 per cent) in state house-building, but the absolute 


rae 48 ИА 
amount seems to be very small 42 and it is largely The need for, such concentration is illustrated by recent 


developments in Rumania. In 1956, unfinished investment 
projects increased once again in striking proportions: while 

42 Housing was planned to take only 6 per cent of total the plan for gross investment was fulfilled to 94 per cent, that 
Rumanian state investment in 1956. for completions was fulfilled to only 74 per cent. 


TABLE 18 
Changes in wages, cost of living and retail trade turnover in eastern Europe 


Percentage increases over preceding year. Figures in italics are derived from the other series 


Money wages per 


Worker femployed Cost of living Real wages Retail sales а 
1957 = 

1954 1955 1956 Plan 1954 1955 1956 1954 1955 1956 1954 1955 1956 
IBGlcaride. cas crore oi (PA 9 Pew! —115 —66 —6Ь 18 10 10 2 PAs iis) 
Czechoslovakia ..... РИ Ук 176 —2 17 с 6 20 7 117% 
Eastern Germany .... OP iS) 5-6 —J/ —2 = 18 5 зе 14 6 4 
И В пы By SING) —2* —1 4 * 15 4 3 20 5 14% 
Poland RP 2.) a ae ee Gre ES 212 8+ —65 —26 —b6b 13 ге 4192 18 МТ: 
Rumaniaae, о feces ae a daa Ree at NOSE оу SATIRE Fe 154 104 12а 

Sources : See Appendix В. с Change from 1953 to 1955, practically all of which took place in 1954, 

@ Excluding free farm markets. d Socialized sector only. 


Ь Price index of consumers’ goods and services. 
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In contrast to 1954, when the improvement in real 
wages had to a large extent been accomplished through 
a reduction of prices, changes in 1956 were mainly 
due to increases in money wages. Already in 1955, the 
price reductions had been much smaller than in 1954; 
and in 1956, Bulgaria and Czechoslovakia were the 
only countries to continue the traditional policy of 
price reduction as a means of improving living stan- 
dards.“* In Czechoslovakia, money wages increased 
in 1956 by four per cent and, until December, price 
reductions were limited. Nevertheless, there were 
complaints that some of the products for which prices 
had been cut disappeared from the market and were 
replaced by new products at higher prices.4* In Decem- 
ber, however, a new series of price reductions was 
announced which implies a reduction of about 5 per 
cent in the cost-of-living index.4® This will to some 
extent be offset by an increase in rents for urban 
dwellings, effective from July 1957.7 


Both in Czechoslovakia and in Poland, the increase 
in money wages in 1956 was greater than intended, 
as witnessed by the unauthorized over-spending of 
wage funds to the order of 24% per cent in the former 
and 10 per cent in the latter country. A serious 
situation developed by the end of the year in Poland, 
where political events had created a favourable climate 
for a positive response to workers’ demands, and 
control over the total wage bill seems to have got out 
of hand.*8 


In order to tighten up financial discipline in the 
enterprises and to lessen the danger of inflation, the 
Polish Government had to re-impose bank control 
over the administration of certain funds which had 
only recently been exempted from control as part of 
the decentralization policy. So far, it has been possible 
to meet the pressure of market demand resulting from 
increases in money wages, peasants’ incomes and 
social expenditure, by above-the-plan supplies of meat, 


44 The price cuts in eastern Germany in June 1956 affected 
almost exclusively expensive consumer durables. 

45 Mrs. Jankovcova, Vice Prime Minister, observed that there 
had been individual cases of this kind, particularly in lines 
where there was a large assortment and differences in quality 
were difficult to check. She added that “ irresponsible indi- 
viduals in factories or branches of retail trade apparently seek 
in this way to improve the financial position of their enterprises, 
but this is a direct violation of the Government’s state price 
policy, and measures have already been taken to ensure a 

strict control over prices of new products.” 

48 Prices were cut for a wide range of food products (including 
for the first time since June 1953 meat and meat products) and 
some industrial articles such as wireless sets, cameras and 
watches. 

47 A tax is to be levied on dwelling space beyond a certain 
minimum. This is intended to alleviate the housing shortage 
by providing an incentive for sub-letting or moving into smaller 
flats. 

48 Compared with the corresponding months in 1955, the 
wage bill increased in 1956 by 18 per cent in July, 21 in August, 
22 in September, 25 in October and 29 in November. (7rybuna 
Ludu, 4 December 1956.) 


by additional imports of consumers’ goods from the 
Soviet Union and Czechoslovakia, and by running 
down stocks. It has been strongly stressed in official 
statements, however, that in 1957 there will be scope 
for only a very limited further improvement, con- 
sisting mainly of wage increases for miners and 
workers in the metallurgical industries, and slight 
increases in family allowances. 


The volume of retail sales in eastern Europe usually 
rises more rapidly than real wages, and this was true 
also in 1956. But while the difference in earlier years 
mainly reflected increases in employment, and some- 
times a more rapid growth of farm incomes than of 
workers’ incomes, it would seem that in 1956 part of 
the rise in the volume of retail sales was due to the 
buying spree which accompanied the events in Hungary 
and Egypt in the autumn. Part of the increases may 
also reflect improved supplies of agricultural tools and 
building materials to shops in rural districts. 


The bad 1956 harvest in eastern Europe tends to 
reduce the scope for improvements in living standards 
in 1957. The good Soviet harvest may make it 
possible to raise imports enough to avoid a decline 
in food standards; but, apart from exceptional cases, 
it seems unlikely that it would be possible to raise 
imports so much that the rate of improvement in food 
standards, and in particular of meat supplies, accom- 
plished last year could be maintained in 1957, even 
though some increase in meat imports is planned in 
eastern Germany. If the pressure for higher money 
wages continues to be strong, there is a danger that 
inflationary tendencies may emerge, at least in those 
eastern European countries where the harvest was 
particularly bad. Better supplies of industrial goods 
may tend to reduce this danger, but they would have 
to be of good quality, since reports are frequent about 
buyers’ resistance against low-quality textiles and 
other consumers’ goods. A more important limita- 
tion, however, is that the income elasticity of demand 
for food, and in particular for meat, is still so high 
among eastern European workers that there is rela- 
tively little scope for improvement in real wages, if 
major improvements in food supplies cannot be 
undertaken. Otherwise, unduly large increases in 
workers’ purchasing power may result in more 
queueing in food shops and rises in free market 
food prices. 


Economic Prospects in Hungary 


The recent political events in Hungary have profound- 
ly changed the economic prospects for 1957 in that 
country. The war damage to capital in late 1944 
and early 1945 was, of course, much more serious 
than in November 1955 as were also the losses to 
the labour force. However, the recent exodus may 
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have reduced the industrial labour force by as much 
as 10 per cent, in addition to the losses through 
casualties. On the other hand, the psychological 
atmosphere is basically different: the return to normal 
economic life and work discipline seems to be much 
more difficult to achieve than it was at the end of 
the war in 1945. 


In January 1957, industrial production was still at 
a level only 35 to 40 per cent of that reached in the 
first nine months of 1956; the corresponding figure 
for coal production was around 60 per cent, for 
food processing around 70 per cent, and for light 
industry 45 to 50 per cent and for heavy industry 
perhaps as low as 20 to 25 per cent. These unequal 
percentages reflect to some extent a deliberate effort 
to create maximum employment with the available 
fuel and raw material supplies. Agricultural pro- 
duction was less affected by the events in October and 
November, but present short-term prospects are 
severely affected by the bad harvest and by excessive 
slaughterings during the winter, as has already been 
mentioned. 


The latent potentialities of the Hungarian economy 
are no doubt much greater than 12 years ago, because 
of the large investments which have been undertaken 
since then and the larger foreign loans or grants now 
available as compared with the burden of reparations 
in the earlier period. The good Soviet harvest may 
make it possible for Hungary to overcome part of its 
difficulties by drawing on the recent Soviet loan, 
amounting to one billion roubles, destined for supplies 
of fuel, raw materials, and grain. Moreover, further 
quantities of foodstuffs and raw materials may be 


3. THE FOREIGN TRADE OF EASTERN 


In spite of some adversities, the over-all development 
of trade, as measured by the current value of trade 
turnover, showed a rather favourable picture in 1956. 
Considerable increases in turnover were registered in 
the Soviet Union, Czechoslovakia and eastern Ger- 
many, as can be seen from Table 19. For the second 
year in succession, trade increased more in Czecho- 
slovakia than in any of the other countries, and the 
level of turnover reached in 1956 was more than 
30 per cent higher than that of 1954. By contrast, 
Poland’s foreign trade turnover showed little increase, 
owing primarily to difficulties in coal exports. Hun- 
gary’s trade came almost to a standstill in the fourth 
quarter, and the result for the year as a whole was 
far below the level of the preceding year. 49 

However, the figures for total trade turnover tend 
perhaps to give a somewhat too favourable impression. 


49 Hungary’s exports and imports amounted in the fourth 
quarter to 350 and 400 million forints respectively, as against 
planned exports and imports of 2.5 and 1.5 billion forints. 


obtained from the west. It is likely, therefore, that 
the problem of supplies will prove less difficult to 
solve than that of creating proper incentives to | 
work. | 
A swift economic rehabilitation, similar to that of |) 
the years 1945 to 1948, depends upon the co-operation | 
given by workers and peasants. Some responsibility, 
though more limited than that earlier promised, has 
been given to workers’ councils and, as will be seen — 
in a later section of this chapter, some changes have 
taken place both in the institutional structure of agri- 
culture and in the system of deliveries and sales. It 
still remains to be seen, however, whether these 
changes provide sufficient incentives for the working 
population to allow a full utilization of the existing 
possibilities for a rapid reconstruction of the economy. 


Two alternative lines of economic policy are open 
to the Hungarian authorities. One possibility is to 
maintain wage payments more or less at their former 
level and thus to allow an increase in consumers’ 
prices to adjust real wages to the lower availabilities 
of consumers’ goods. The alternative policy—which 
is that actually chosen by the Hungarian authorities— 
is that of financial austerity: public investment expen- 
diture has been cut drastically, with the inevitable 
result of large-scale unemployment. The choice has 
thus been to maintain, more or less, the real wages of 
employed workers and to place the burden of adjust- 
ment on the living standards of the unemployed. 
However, a reduction of the wage bill through dis- 
missals seems to meet difficulties, and in the first six 
weeks of 1957 only a moderate increase in unemploy- 
ment was registered. 


EUROPE AND THE SOVIET UNION IN 1956 


In some countries—Poland, eastern Germany, Bulga- 
па and Rumania—failure to reach the planned targets 
for exports was accompanied by increases—often 
unforeseen—in imports, so that the rise in total trade 
was sometimes achieved at the price of a deterioration 
in trade balances. For some time the eastern European 
countries, with the exception of Poland, have been 
running an export surplus in commodity trade, largely 
accounted for by trade with the Soviet Union. 
Although no figures are as yet available for 1956, it 
seems likely that the surplus was reduced in eastern 
Germany and Bulgaria and turned into a deficit in 
Rumania and Hungary. For the first time in several 
years Poland showed an export surplus in 1956, 


amounting to some $5 million. 


The fuel crisis, which was mentioned in an earlier 
section, had severe repercussions on the trade of 
several countries in the region. Polish exports of hard 
coal had been planned at 24.5 million tons for 1956. 
The shortfall, due to smaller output and larger 
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domestic requirements, was no less than 5 million tons, 
representing a loss in export proceeds of about 
$100 million. Similarly, coke exports from Poland 
failed to reach the expected level. The decline in 
Polish exports of fuel had serious effects on production 
—and indirectly on export availabilities—in eastern 
Germany, while Czechoslovakia seems to have been 
less affected, thanks to increased imports of coal from 
the Soviet Union. The decline in Polish coal exports 
also aggravated the fuel crisis in Hungary, where the 
flooding of oilfields had already created a severe fuel 
shortage. The difficulties in fuel supply were further 
enhanced towards the end of the year by the virtual 
stoppage of Hungarian production and of transit 
shipments through Hungary of Rumanian oil to 
Poland, eastern Germany and Czechoslovakia. 

The unfavourable harvest in Hungary, Bulgaria and 
Rumania probably weakened the foreign trade posi- 
tion of these countries, although the main effect may 
be felt in 1957. Bulgaria was able to offset part of the 
decline in agricultural exports by increased exports of 
ore concentrates, while Rumania, owing to the short- 
fall of agricultural exports, had difficulties in financing 
essential imports, notably steel products. Poland had 
a rather good harvest, but even so continued to be 
heavily dependent on grain imports, and exports of 
sugar, pork and eggs fell by some 20 per cent, owing to 
increased domestic demand. The grain deficit con- 
tinues to be a heavy burden on the foreign balance 
of Czechoslovakia, eastern Germany and Poland, 
accounting for about 10 per cent of the total import 
bill, as seen below: 


Imports of Grain in 1955/56 


м aoe (Per cent 
Mill (Mill 
YF ибо те а 
Czechoslovakia. . 1.4 120 10 
Eastern Germany . 1.3 110 9 
Ро eee 1.2 100 11 


Source : Direct communications to ECE from the countries conc erned 
@ Estimate based on world market prices. 


The Regional Distribution of Trade 


Provisional estimates suggest that the share of the 
western trading region in the total trade. of eastern 
Europe and the Soviet Union continued to increase 
in 1956 and probably exceeded one-third. This is in 
line with official policy announcements in eastern 
Europe which frequently refer to the ever-increasing 
relative, as well as absolute, importance of the western 
world as a supplier of and a market for eastern 
European countries. 

However, the increase in 1956 in the share of the 
western trading region is probably to be explained 
largely as a result of special difficulties in trade between 
the eastern European countries and the Soviet Union. 
In particular, it seems that the eastern European 


TABLE 19 


Changes in foreign trade turnover of eastern European 
countries and the Soviet Union 


Percentage increase over the previous year 


Actual | Plan | Actual | Plan 
Country 1955 | 1956 | 1956 | 1957 
Bulgaria ба —1 25 a 22 
Czechoslovakia .... 15 5% 16 11 
Eastern Germany . . . 3 15 ПР. _ 25 
А о мова 10 6 —31 —23 
Ро... 4 Ws 2 I 
Soviet Union. .... 0 9 
| 


Sources : Plan fulfilment reports, statistical yearbooks and Rabotnichesko 
Delo, 29 December 1956; Neues Deutschland, 30 December 1956; Népszabadsdg, 
5 January 1957; ТгуРипа Ludu, 13 November 1956; Zycie Warszawy, 
1 February 1957; Izvestia, 31 January and 6 February 1956; Soviet News, 
3 October 1956 (quoting Partinaya Zhizn); Pravda, 9 August 1955. See also 
Economic Bulletin for Europe, Vol. 8, No. 3, p. 41. | 


а Increase. 


countries have had some difficulties in covering their 
import needs for raw materials and grain by deliveries 
from the Soviet Union.®® For instance, out of total 
imports of 3.9 million tons of grain in the year July 
1955 to June 1956, no more than 1.7 million tons 
were supplied by the Soviet Union. 


Several factors may help to explain this. It is pos- 
sible that increased Soviet deliveries to China have 
reduced the amounts of some raw materials available 
for export to eastern Europe, but probably more 
important were the difficulties of eastern European 
countries in financing imports from the Soviet Union. 
Soviet credits extended in earlier years had mostly 
been used up and repayment had started by 1956. 
The eastern European countries were therefore faced 
with the necessity to build up an export surplus in 
their trade with the Soviet Union, and since, as it 
seems, Soviet orders for imports of industrial products 
from eastern Europe failed to increase, it was difficult 
to finance a greater, or even an unchanged, volume of 
imports from the Soviet Union. 


In the second half of 1956 the picture seemed to be 


changing again. First, the excellent Soviet harvest in 


1956, following a good harvest in 1955, has probably 
removed the difficulties in meeting eastern European 
import needs for 1957. Extra supplies of raw materials 


50 The Soviet Union’s trade in cereals in 1955/56 (July/June) 
(in thousand metric tons) was as follows : 
Total cereals Of which: 


wheat 
Expoftss Totals . нь 2 604 1016 
Czechoslovakia. . . . 852 348 
Hungary «aj. 2064 34 25 
Eastern Germany .. 737 101 
Poland!) i; se ee ane 51 42 
Rumania оао 58 : 58 we 
О Lotal о wees : 364 270 


Source : Direct communication to ECE from the Soviet Government. 


Р. 
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TABLE 20 


Credit arrangements of eastern European countries from December 1955 to February 1957 


Amount of loan 
(Million roubles) Period of 7 
Date Debtor Creditor repayment Specified purpose 
пи Be 
currency 
Dec. 1955 Afghanistan Soviet Union 400 — 30 years ОВО Ве 
. . 7 1 
Feb. 1956 Yugoslavia Czechoslovakia 200 — ай ale ae goods during, Res ate 
three years 
hausted 
Purchase of consum- 
100 = Do. ers’ goods during two 
or three years 
Feb. 1956 Yugoslavia Soviet Union 120 120 10 years и 
Eins Purchase of various 
216 10 years from 1959 idee ce 
Feb. 1956 Bulgaria Soviet Union 370 — 10 years м ee, 
and equipment for fer- 
tilizer factories 
Not known | Bulgaria Eastern Germany | Not — Not known Pere a textile fac- 
known 
July 1956 Eastern Germany | Soviet Union Not = Not known 
known 
Aug. 1956 | Yugoslavia Soviet Union 700 а — 10 уеагз ОО ae 
Eastern Germany tons’ capacity 
Sept. 1956 | India Soviet Union 460 = 12 years а 
Sept. 1956 Indonesia Soviet Union 400 = 12 years Economic development 
: : et Purch in Soviet 
Sept. 1956 Poland Soviet Union 100 ап un- | 1957-1960 Pare aye в ona 
specified ber, fats 
part 
: о о Purchase from Soviet 
Oct. 1956 Hungary Soviet Union 100 40 1960-1965 Union of fuels and iat 
materials—e.g., coke, 
Prk cotton, artificial 
re 
Poland Soviet Union 400 — 1961-1962 Purchase of 1.4 mil- 
Nov. 1956 = joes of Soviet grain 
in 
700 — 1963-1965 Purchases in the Soviet 
(available Union 
in 1958- 
1960) 
Rumania Soviet Union 270 — 10 years from the | Building chemical in- 
Dec. 1956 date of completion | dustry 


Other facilities © 

ic | 
q 
Credit will be repaid) 


by the export of comn 
modities 


Do. | 


| 


Reduction in east Ger-' 
man share of occupation: 
cost from 1.6 to 0.8 bil- 
lion DM. Increase in 
price paid for uranium 


Credit will be repaid 
Бу deliveries of alu- 
minium 


(1) 4-6 years’ post- 
ponement of repayment 
of 810 million roubles 
of older debts; (2) re- 
payment of loans con- 
tracted in 1947-1949 to 
be made in commodities 
instead of free currencies 


All Poland's debts to 
the Soviet Union (2.100 
million roubles) are 
cancelled (considered as 
paid by past Polish 
deliveries of coal) 


Agreements in prin- 
ciple on supplementary 
fees to be paid for com- 
mercial transit through 
Polish territory 


(Г) Repayment by 
deliveries of chemicals 

(2) Repayment of 
credits granted during 
1949-1956 postponed 
for four years 

(3) Cancelling of 4.3 
billion lei, representing 
part of the Rumanian 
debt for the purchase 
of the Soviet share in 
mixed societies 


м 
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TABLE 20 (continued) 


Credit arrangements of eastern European countries from December 1955 to February 1957 


re es oe Mee ae) Pe COMED р 


(Million roubles) : 
Date : Period of . mare 
Debtor Creditor repayment Specified purpose Other facilities 
Free 
Total 
currency 
} 

1. 1957 Eastern Germany | Soviet Union 340 340 Not known Facilitating German 
purchase of goods in 
1957 

1. 1957 Albania Bulgaria Not known — — Industrial  develop- 
ment 

1. 1957 Mongolia Czechoslovakia 9 — Not known Building a leather and 
shoe factory 

1. 1957 Hungary Eastern Germany 60 — Not known Purchase of raw ma- 
terials, machinery and 
consumers’ goods 

1. 1957 Hungary Bulgaria 7 — Not known Fucchase of raw ma- 
terials 

1. 1957 Hungary China 200 100 Not known 

b. 1957 Hungary Poland 40 — 4 “yearsipbeginning } « Ferchase) cf. coal, 

1 January 1959 Sea Я materials 

b. 1957 Hungary Soviet Union 1000 200 Not known Purchase of coal, 
mineral oil, mining, tim- 
ber, rubber, bread grain, 
fodder 

b. 1957 Bulgaria Soviet Union 200 — Not known Industrial develop- 
ment 

b. 1957 Czechoslovakia Soviet Union Not known — Not known Extension of uranium 
mines 


Sources : Vneshnyaya Torgovlya, Nos. 1 and 10, 1956; Commercial Information, No. 4, 1956; Pravda, 8 January and 21 February 1957; Agerpress, Nos. 29-30, 


December 1956; 
January and 5 and 16 February 1957, and other press reports. 


Rabotnichesko Delo, 31 January 1957; Deutsche Finanzwirtschaft, No. 2, 1957; Rudé Prdvo, 1 and 11 February 1957, Népszabadsag, 9 and 


@ Official Yugoslav statements have recently indicated that this credit may not be operative. 


and fuels from the Soviet Union are also being 
arranged for delivery from the beginning of 1957 
onwards. Rumania will get larger amounts of some 
basic raw materials enabling it to utilize to the full 
the capacity of its steel industry. Czechoslovakia 
is to take greatly increased amounts of copper, alu- 
minium, tin, lead and crude oil, and Poland has been 
promised larger amounts of ores and some badly 
needed metals. 

Secondly, the payments position of Poland, eastern 
Germany and Rumania vis-a-vis the Soviet Union has 
been very much improved by the economic agreements 
in late 1956, as can be seen from the list of credit 
arrangements given in Table 20. These arrangements 
include new credits, the cancelling of some old debts 
and the postponement of repayments on others. 

Thirdly, the Soviet Union has recently placed addi- 
tional orders in practically all eastern European coun- 
tries, not only for equipment, but also for consumers’ 
goods. This will help to improve the utilization of 
capacities in some industries, notably in Czechoslo- 
vakia and eastern Germany which had hitherto suffered 
from insufficient export outlets. A recent Soviet- 
Bulgarian agreement provides for improved trade 


in textiles: the Soviet Union will deliver raw materials 
to be processed in Bulgarian factories and returned in 
the form of finished goods to the Soviet Union. 
These new developments all point to a considerable 
increase in 1957 in total trade between the Soviet 
Union and eastern European countries.*! It also seems 
likely that the recent tendency for the Soviet Union 
to have an import surplus in this trade will be reversed. 


Trade with Western Europe 


Table 21 shows that both the eastern European coun- 
tries and the Soviet Union expanded their trade with 
western Europe considerably in 1956. This was all 
the more remarkable in view of the big increase which 
had already taken place in 1955. 


While the various eastern countries, apart from 
Hungary, shared fairly equally in the increase, the 
picture was more varied on the western side. By far 
the larger part of the increment was accounted for by 


51 The Soviet 1957 plan envisages a 13 per cent increase in 
trade with the people’s democracies. The east German authori- 
ties expect an increase by 30 per cent in trade with the Soviet 
Union. 
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TABLE 21 


Trade of eastern European countries and the Soviet Union with western Europe 


Millions of current dollars; exports, c.i.f., imports, fio.b. 


Exports Imports 
1955 1956 Percentage 
ee eA bees ay Jan.—Sept. Jan.—Sept. increase 

Trade with : 
Western Germany 7 : 170 261 54 158 281 78 
а о О 5 55 68 24 43 81 88 
УЕ бов бо сов 16 62 288 18 49 172 
Scandinavian countries. . . 264 310 17 234 247 6 
Unitedskine dommes aes 198 205 4 70 86 23 
Prance. ОО о hae 60 81 35 100 88 —12 
Other: countricSaaee ee 262 273 4 230 243 6 
Total western Europe? . 1 025 1 260° 23 853 1075 26 

of which: 
хан ло, ово вк 353 435 23 263 368 40 
Czechoslovakia ms eee, 149 178 19 96 126 31 
Рори eee: 189 244 29 144 192 33 
Eastern Germany 4 182 213 17 167 221 32 


Sources : Trade statistics of western European countries. 


only three countries—western Germany, Austria and 
Yugoslavia. For most other western European coun- 
tries, east-west trade rose little, if at all. France was 
a notable exception with a considerable increase in 
imports and an absolute decline in exports, similar 
to the movement of total French trade in 1956. 


The three western European countries which showed 
a particularly rapid increase were also those where in 
the preceding years political considerations had played 
an especially important part in limiting normal trade 
with the east. Yugoslavia’s trade with the east increased 
several-fold, but by far the largest increase in absolute 
terms was registered by western Germany, whose 
exports and imports for the whole of 1956 were 141 
and 104 million dollars 5? above the level of the. pre- 
ceding year. 


Trade with Overseas Countries 


The trade of eastern European countries with over- 
seas areas has been expanding very considerably during 
the last few years. From 1954 to 1955 the increase was 
nearly 20 per cent, and a similar increase took place 
from 1955 to 1956, as far as can be judged from trade 
returns for the first three quarters of the year (see 
Table 22). Considerable efforts are being made, espe- 
cially in Czechoslovakia and eastern Germany, to 


52 These figures include the increase in trade between western 
and eastern Germany. 


а Including trade between eastern and western Germany. 


develop this trade which seems to offer a solution to 
the dual problem of inadequate export outlets for 
equipment and shortages of raw materials. 


Trade between eastern European and overseas coun- 
tries continues to be based largely on bilateral trade 
agreements, and imports and exports have therefore 
tended to increase pari passu. By contrast, the trade 
of the Soviet Union with overseas areas, apart from 
some Latin American countries, is based mainly on 
payment in free currencies, so that the necessity for 
bilateral balancing of trade does not arise, and imports 
and exports have shown somewhat divergent trends. 
Exports from the Soviet Union to overseas countries 
have increased fairly regularly, by more than 25 per 
cent annually, and in 1956 were more than double 
the 1953 volume. On the other hand, Soviet imports 
from overseas vary from year to year with variations 
in import requirements for raw materials. In 1956, 
they increased somewhat as compared with the 1955 
level, owing largely to increased purchases of Cana- 
dian grain and Malayan rubber, but the total value of 
imports from overseas remained considerably below 
the level of 1954, when large amounts of meat and wool 
were bought in Argentina and Australia. 


The 1956 increase in overseas exports was highly 
concentrated on a few major trade flows—Czecho- 
slovakia, eastern Germany and the Soviet Union on 
the exporting side, and Egypt, India and Brazil on the 
importing side. 
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TABLE 22 


Trade of eastern European countries and the Soviet Union with selected overseas countries 


Millions of current dollars ; exports c.i. f.,4 imports f.o.b. 


Eastern European countries 


Country of destination 
for exports and 


of origin for imports Exports 


Share of eastern 
Europe and the 
Soviet Union in 
total exports of 

overseas trade 


Soviet Union 


Imports Exports Imports partner 
1955 19565 1955 1956 5 1955 19565 1955 19565 1956 

О а sae east) cot 28.1 46.0 61.4 105.0 6.6 14.4 20.2 17.1 28 
Tran MO КРАЕ р 5.4 7.8 3.6 2504 ee 18.6 т 15 с 
ОА ем А, да 65.2 522 320 30.4 29.7 14.1 9с 
Cuba асе ee 1.3 ыы 0.6 2.6 — — 36.4 16.6 6¢ 
о. 38.2 50.0 41.4 44.0 — — 0.7 — 3 
Malaya and Singapore ... . 4.1 5:7 11.4 23.1 — 0.1 0.4 15.3 3 
New О OE eg a 1.0 Si 12.3 0.1 0.1 6.7 6.1 3 
India . ats ear 9.1 17.6 3.4 9.3 6.0 29.7 52 16.7 2 
УВОЛЕН т. 30.3 16.2 PRIS) 14.4 0.2 0.2 — — 2 
ВЕКУ ЕТ 5.0 4.5 = = == — 11.5 6.2 2 
ORGS a и 8.0 7.9 30.4 29.7 2.0 5 0.3 — Я 
О et ee т 4.2 8.3 8.0 45.0 0.6 1.1 27 29.9 1 
Japan re DOS LOT, 3 5.6 8.0 9.5 5.6 33 Dal 2.3 1.0 0.3 
WinitedStatesids Пили, 38.5 42.0 7.0 7.6 16.9 22.1 0.2 4.3 0.1 
Total of countries listed 244.0 268.7 93.3 119.4 134.9 
Share of countries listed in total 

trade of eastern Europe and 

the Soviet Union with overseas 

ВОО Ue Ween serie а 81 86 97 ee 78 


Sources : Direction of International Trade, the Commonwealth and the 
Sterling Area Statistical Abstract, and national trade statistics of overseas 
countries. 


а Except for exports to Australia, Canada, Cuba, New Zealand and the 


United States, which are reported f.o.b. 


An important new development in international 
finance began in the latter half of 1956 with the grant- 
ing of loans from the Soviet Union to some overseas 
countries (see Table 20). This may be expected to 
result in a further increase of Soviet exports in 1957. 
There have also been frequent reports in recent months 
of contracts for delivery of complete industrial plants 
from the Soviet Union and eastern European countries. 

Even after the increases in recent years, trade with 
overseas areas is still of relatively small importance 


b Yearly rate of figures for the first nine months (except for imports from 
Canada, Cuba and New Zealand, which include 10 months, and exports to 
Japan, Brazil and the Gold Coast, which include 8 months.) 


с 1955. 


in the foreign trade of the eastern countries. In 1956 
it probably accounted for some 6 to 8 per cent of their 
total foreign trade and some 30 per cent of their trade 
with the western trading region. For the overseas 
trade partners the relative importance of this trade is 
even smaller and rarely amounts to more than 3 per 
cent. Egypt is the one major exception: in 1956, 
almost 30 per cent of total Egyptian exports, mainly 
cotton, were sold to eastern Europe and the Soviet 
Union. ис: 


4. CURRENT ISSUES OF AGRICULTURAL POLICY 


Marketing of Agricultural Produce in Eastern Europe 


In several eastern European countries far-reaching 
changes were introduced in 1956 in the marketing 
systems for agricultural produce. On the whole, these 
changes continued the trends, apparent since 1953, 
towards a decrease or elimination of the gap between 
prices for compulsory deliveries and those for above- 


quota sales and towards a decline in the quotas for 
compulsory deliveries. 


Under the systems existing up to 1953 the bulk of 
the marketable surpluses of basic foods and of the 
main animal products was subject to compulsory 
delivery at low prices. Another part was sold at offi- 
cially fixed procurement prices, and what remained 
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could be sold on the free market. Some foodstuffs and 
most industrial crops were delivered at relatively high 
contract prices, 


Recent Policy Changes 


In the first phase of the new policies—from 1953 to 
1954—the general tendency was both to decrease the 
quotas for and to raise the prices of compulsory deli- 
veries. In some countries, the amounts to be sold 
under contractual deliveries were also reduced. The 
effect, as intended, was considerably to increase rural 
incomes and to give an incentive for better perform- 
ance. In a second phase, beginning in 1954, the official 
procurement prices and contractual prices were brought 
nearer to free market prices. 

Developments in 1956, especially in the last months 
of the year, marked a further approach to a unified 
price system. In Czechoslovakia and eastern Germany, 
these changes were gradual and there was no major 
modification in the institutional framework. These 
two countries have a considerable food deficit, and the 
supply of bread grain continues to be a crucial prob- 
lem for economic policy; in addition, they have a 
relatively efficient administrative machinery for hand- 
ling a system of multiple prices and quantitatively fixed 
deliveries. 

In Czechoslovakia, the most recent change, effective 
from | January 1957, further reduced the gap between 
prices for State purchases and compulsory deliveries. 
As can be seen from the figures below, the gap between 


Official Prices for Wheat and Beef in Czechoslovakia 
(Kés. per kilogramme) 


From From From From 
1.11.1953 1.1Х.1953 1.11.1954 1.1.1957 
Wheat 
Compulsory deliveries. 0.82 1.02 1.02 1.02 
State purchases .. . 2.82 2.82 2.45 2.12 
[Bates TAG) 5 ово 3.4 2.8 2.4 Phe | 


Beef (live weight) 
Compulsory deliveries . 4.80 6.40 7.10 8.50 
State purchases .. . 9.60 11.20 11.20 12.60 
РВ ИЕ обо зб 2.0 1.8 1.6 1.5 


Source : U¥edni List, passim. 


the price levels for grain was narrowed by a decline 
in the procurement price.5> This was motivated by the 
considerable increase in peasant incomes since 1953 
and the good 1956 harvest.*4 

In eastern Germany, the gap between the two price 


58 For meat, the price gap also declined somewhat, but this 
resulted from increases in both procurement prices and prices 
for compulsory deliveries. 


°* Money incomes of peasants increased by 64 per cent 
between 1953 and 1956, while agricultural production rose by 
only 16 per cent. The impact of double pricing was especially 
important for animal products. For instance, the weighted 
average price paid for beef more than doubled from 1953 to 
1956 while prices for compulsory deliveries and for State pur- 
chases rose by no more than 50 and 16 per cent respectively. 


levels had been narrowed early in 1956 by simultaneous 
reductions of the higher prices and increases of the 
lower ones. The motivation appears to have been the 
desire on the one hand to reduce the scope for hap- 
hazard differences in the income of individual farmers 
and on the other hand to prevent an above-average 
harvest (as anticipated at that time) from being 
accompanied by higher average proceeds per unit.* 

In Poland, only the main products (grain, potatoes, 
meat and milk) were subject to compulsory deliveries. 
Peasant dissatisfaction with the system has been 
strongly voiced in recent months, and the question of 
whether the system could and should be abolished has 
been under lively discussion. A joint statement by 
the Workers’ and Peasants’ parties issued early in 
January 1957 gave a provisional answer: the total 
amount of grain from the 1957 harvest to be delivered 
under the compulsory scheme will be cut by one-third 
and the price per quintal will be doubled. This will 
reduce the ratio of free market prices to prices for 
compulsory deliveries from 4:1 to 2:1. For very 
small farms (below 2 hectares of arable land) com- 
pulsory deliveries are to be abolished altogether and, 
on the other hand, the progression of the quotas for 
medium and large farms is to be reduced. Compulsory 
deliveries of milk were abolished as from 1 January 
1957. These measures aim at eliminating irrationalities 
and exaggerations in the marketing system which 
tended to act as a disincentive to production. Similarly, 
the increase in prices for industrial goods needed by 
the rural population is intended to eliminate black 
marketing and thus secure a more rational distribution 
of scarce supplies. It is not clear whether or not the 
net effect of these changes in prices paid and received 
will be to improve further the peasants’ terms of trade 
with the urban community. 


In Hungary, the insurrection caused a temporary 
breakdown of the marketing system for agricultural 
products and on 25 October compulsory deliveries were 
Officially abolished. According to official announce- 
ments, the system of state trading is to be reformed. 
Procurements are to be maintained in the form of free 
sales to the State at fixed prices, and the system of 
contractual production and deliveries is to be extended. 


In Rumania, there has been a gradual decline since 
1953 in the share of output under compulsory delivery 
and a corresponding increase in the share sold under 
contracts and at official procurement prices. Follow- 
ing the events in Hungary and Poland, more sweeping 
measures were undertaken. Compulsory deliveries for 
grain, oilseeds, pulses, potatoes and milk were 
abolished as from 1 January 1957. Farms with less 


** In actual fact, output declined and consequently the average 
price was higher than it would have been with the previous 
prices, since compulsory deliveries Гог which the price had been 
raised, came to make up a higher share of total sales. 
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than one hectare, and the private plots of members 
of co-operative farms, were exempted also from com- 
pulsory deliveries of meat. For other farms, the price 
of meat delivered under the compulsory scheme is 
being raised and the complete suppression of com- 
pulsory meat (and wool) deliveries is planned if con- 
tract sales give satisfactory results. 

Both in Rumania and Bulgaria, the official criticism 
of the compulsory delivery system was that it often 
led to an undesirable reduction of the sown area. This 
aspect was considered especially important in Bulgaria, 
where compulsory deliveries of grain in mountainous 
regions were abolished, as were compulsory deliveries 
from the private plots of members of co-operative 
farms. Furthermore, delivery quotas for co-operative 
farms with little arable land per member will be 
reduced, and for private farms the wool quotas will no 
longer be progressive on the number of sheep; indeed, 
production is to be encouraged by lower wool quotas 
for newly acquired sheep, in private as well as in co- 
operative farms. In the summer of 1956 prices for 
compulsory deliveries were raised considerably, and 
later in the year compulsory deliveries were abolished 
for potatoes, fruit and milk. At the same time the 
state purchase prices were raised. 


The Reappraisal of Compulsory Deliveries 


The preceding description has shown that policies 
with regard to compulsory deliveries, and the market- 
ing of agricultural produce generally, are almost every- 
where coming up for reconsideration. It is also seen 
that the solutions, sometimes of an experimental and 
provisional character, vary considerably from one 
country to the other. 

The criticism levelled against the hitherto existing 
systems of compulsory delivery can be summarized 
in five points. First, the delivery quotas were often so 
high that little possibility was left for the farm or co- 
operative to adjust its pattern of output to local con- 
ditions. This point is of particular importance now 
that the tendency is to give up the prescription of 
sowing patterns for the individual farming enterprises. 
Secondly, it was often pointed out that delivery quotas 
were so steeply progressive on the size of the farm as 
to endanger the viability of medium and larger private 
farms and to lead to the abandonment of land. As 
will be seen below, policies with regard to collectiviza- 
tion and land ownership are being revised in several 
countries, and there is a new tendency to accept the 
medium and larger farms as a more continuing element 
in the agrarian structure. It was only to be expected 
that this change in attitude should be reflected also in 
marketing policies.*® 


56 The most recent change in the east German marketing 
system is characteristic in this respect. The prices for co mpulsory 
deliveries of cattle are now almost twice as. high as in 1955 


Thirdly, it was alleged in some countries, and 
especially in eastern Germany, that high quotas, 
together with a wide discrepancy between prices for 
the quota and for above-quota surpluses resulted in 
exceptionally high earnings for a small group of 
farmers which, by merit or by sheer accident, had a 
considerable surplus to sell. In the fourth place, 
compulsory delivery schemes were applied even to 
dwarf farms which served only to swell administrative 
costs. Finally, in the absence of frequent adjustments 
of quotas or delivery prices, or both, the dual or triple 
price systems tended to produce the illogical result that 
average proceeds per unit of output were highest in 
years of good harvest. 

All these criticisms have this in common, that they 
are concerned with exaggerations and irrationalities in 
the detailed arrangement of delivery systems rather 
than with inherent weaknesses in them. It therefore 
continues to be an open question whether, and in 
what circumstances, the method of compulsory 
deliveries is preferable to other forms of taxing agri- 
cultural income. Without attempting to give an 
answer to this question—an answer which in any case 
could not be a simple yes or no—it may be pointed 
out that compulsory delivery systems have at least 
some strong points to recommend them. First, the 
system has the same advantage as a good land tax 
of being in effect a form of progressive remuneration 
and thus a suitable way of taxing enterprises which 
need a spur to efficiency. In addition, this kind of tax 
has the advantage of not being payable in money. It 
is always a difficult task to levy money taxes effectively 
on relatively small farms which keep no accounts and 
which can put up resistance against taxation by 
entrenching themselves in increased autarky. It is 
therefore one of the advantages of an economic system 
where all important commodities pass through the 
channels of state trading that taxation can be arranged 
without the roundabout method of letting people earn 
a money income which is then reduced by taxation. 

Obviously, the choice between taxes in money or 
in the form of compulsory deliveries depends not on 
general considerations only, but on the administrative 
set-up and the structure of agriculture in any given 
country. But if the choice is in favour of continuing 
the delivery system, experience seems to suggest that 
a combination of low quotas with low (or even zero) 
prices is preferable to high quotas with more favourable 
prices. This would make the compulsory delivery 
clearly appear as what in fact it is in an economy 
without acute shortages—a land tax paid in kind. 


and have a fairly normal relationship to the price for pork. 
At the same time, 1 kg. live weight of cattle was made equivalent 
to 1 kg. of pig for purposes of accounting compulsory deliveries, 
while previously the ratio was 1.3: 1. These measures remove 
the discrimination against the producers of beef—i.e., mainly 
medium and relatively large farms. | . 
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TABLE 23 


The co-operative sector in eastern European agriculture 
Е ИАА ИЯ ah ee hc, ОГИ DR EEF Ne BRE A Sie 


Year and 


Country month 


Albania авт ре 


1956, 1 Jan. 
1956, 1 May 
1957, 1 Jan. 


1956, 1 Jan. 
1957, 1 Jan. 


Bulgaria ¢ 


1956, 1 Jan. 
1956, 1 Oct. 
1957, 1 Jan. 


Czechoslovakia а 


Eastern Germany 


1956, 


Co-operative farms 


Incorporated Agricultural land 
Number farms > 
(Thousands) | THgusands of | Рот 
318 15 154 
694 29 26 5 
881 37 316 
2 735 591 2 582 63 
3 100 911 3521 78 
6 795 211 1947 26 
7 983 241 2.22] 30 
8 016 2237 30 
6 157 207 1386 21.4 


Sources: Table 20, Economic Bulletin for Europe, Vol. 8, No. 2, and: 
Albania: Zeri i Popullit, 8 January 1957. Bulgaria: Otechestven Front, 
27 January 1957. Czechoslovakia: Statistické Zpravy, No. 2, 1956 and Rudé 
Ргауо, 31 January 1957. Eastern Germany: Statistische Praxis, No. 1, 1957. 
Hungary: Népszabadsdg, 8 February 1957; Poland: Trybuna Ludu, 20 Novem- 
ber and 28 December 1956. 


Collectivization Policy in Eastern Europe 


The Recent Collectivization Drive 


Up to the middle of 1956, the trends of policy with 
regard to the farm structure were fairly similar in all 
the countries of eastern Europe. The new drive for 
collectivization which had been announced at the 
beginning of 1955 continued unabated, and the results 
were impressive in some countries (see Table 23). The 
policy of accelerated collectivization was in some cases 
supported by new rules of admission or by the creation 
of new intermediate types of co-operatives. The aim 
of pushing ahead with collectivization was also 
reflected in the new long-term plans drawn up in the 
beginning of 1956 (see Chapter II, page 10). 

In Bulgaria, the share of co-operative farms in the 
total agricultural area had remained at slightly more 
than 60 per cent from 1952 to. 1955. It then rose to 


@ Advanced type co-operative farms. 
Ь The definition of these percentages is uncertain. 
с Figures in the last two columns refer to arable land. 


no less than 78 per cent by the end of 1956, and 
private holdings are now found almost exclusively in 
mountainous and semi-mountainous regions. In con- 
nexion with the recent collectivization drive practically 
all restrictions governing admission to co-operative 
farms were lifted, especially for peasants with relatively 
large holdings. The rate of collectivization accelerated 
also in Rumania; and this was closely related to the 
shift towards less integrated types of co-operation, 
where the stress is laid on the common use of means of 
production rather than collective ownership of land. 


In eastern Germany, less land was brought under 
co-operative management in 1956 than in 1955. 
Moreover, only a small part of the 200,000 hectares 
of land added to co-operative farms in 1956 was 
brought in by peasants: by far the larger part was 
abandoned land handed over by the State to co- 
operative farms. The reluctance of eastern German 


farmers to join co-operatives is also illustrated by the 
fact that more than half the total number of co-opera- 
tive farm members did not possess any land before 
joining the co-operative. Practically all the “ reserve 
jand” has by now been transferred to co-operatives, 
and it can therefore be expected that in the near future 
the number of co-operative farms, at least of the 
highly integrated type, will grow only slowly.5?7 Much 
emphasis is now being laid on the creation of associa- 
tions of a less integrated type, limited to the pooling 
of work and to MTS contracts. 


In Czechoslovakia, by mid-1956 the collective farm 
area surpassed the former peak reached in 1953 and 
the official policy continues to be in favour of a 
further rapid increase in co-operative farming. It is 
expected that the third congress of co-operative 
farmers, to be held in March 1957, will enact impor- 
tant changes in the statutes of coilective farms giving 
members a freer hand in farm management. It is also 
intended to give admission, although with some 
restrictions, to former kulaks. 


The Contrast in Poland and Hungary 


The cessation of pressure in the countryside resulted 
in the disbanding of three-quarters of the existing 
co-operative farms in Poland.5’® In Hungary, the 
renewed collectivization drive in the first half of 1956 
resulted in serious tension in the countryside. The 
pressure by the authorities was relaxed somewhat 
in July, but before the effects could have been felt, the 
October events swept away about half of the existing 
co-operatives. 


Reports on the disbanding of co-operatives must, 
however, be interpreted with caution. It is by no means 
certain that the formal dissolution of a co-operative 
farm puts an end to its existence as a productive unit. 
When a newly created co-operative, which had 
existed on paper more than in reality, is dissolved it 
may be possible for the members to revert immediately 
to the status quo ante. But the dismantling of an old- 
established collective farm must be legally a compli- 
cated, and economically a wasteful process. It is 
known that at least in some cases members of formally 
dissolved co-operatives have decided to continue 
common use of the assets of the co-operative. Indeed, 


8? This assumes that there will be no further abandonment 
of land by emigrating peasant families. 

57a The Chairman of the Council of Co-operative Farms, 
Mr. Jaworski, has attributed this landslide to three main features 
of collectivization policy. In the first place, co-operatives were 
created in a general atmosphere of coercion and illegality. 
Secondly, the establishment of the greatest number ог. со- 
operative farms was the only aim, disregarding basic economic 
conditions. Thirdly, while resources were dispersed lavishly 
to inefficient co-operative farms in order to assure their survival, 
the well-working co-operative farms were overburdened by 
taxes and deliveries almost as the private farmers were. Trybuna 
Ludu, 20 November 1956. 
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the act reported as a dissolution of a co-operative 
may in many cases turn out rather to have been a 
thorough change in management and a refusal to 
comply with the model statutes hitherto imposed.* 


However this may be, the recent events have radically 
changed the pre-conditions for agricultural policy in 
Poland and Hungary. Hitherto, the policy, in these 
as well as in other eastern European countries, was 
based on the prospect that all, or the overwhelming 
part of, agriculture would come into the socialized 
sector within a relatively short span of years. Within 
this perspective, it was logical to abstain from measures 
which could have made private farms more viable. 
For instance, the traditional farmers’ associations 
disappeared, and with them such stimulus for progress 
as they used to channel to the farmers. Little, if 
anything, was done to consolidate farms consisting 
of many dispersed plots, since collectivization was 
supposed to solve this serious problem more easily. 


Probably the most important drawback of this 
policy towards private agriculture—from the point of 
view of efficiency—was the effect on the size structure 
of farms. Parallel to the increase in the area belonging 
to the socialized sector there was a tendency towards 
further fractioning into small units in the private 
sector, owing to restrictions on the enlargement of 
small farms and discriminatory measures against the 
still existing farms of somewhat larger size. Examples 
of this were mentioned in the previous section. 

The extent to which small-scale farms dominate in 
eastern European agriculture can be gauged from 
Table 24. Although at the dates to which the figures 
refer 59 large farms in the socialized sector had already 
taken 23 and 33 per cent of the land in Poland and 
Hungary, in both countries more than half the land 
was still divided between farms of less than 10 hectares 
—i.e., well below what can reasonably be regarded 
as the optimum size for family farms. 

The significance of the events in Poland and Hungary 
in 1956 is that they have compelled governments to 
reappraise some essential features of agricultural 
policy. Once it becomes clear that the collectivization 
of agriculture as a whole is for a more distant future, 
it is impossible to continue a policy which essentially 
consists in letting private farms vegetate. Govern- 
ments are then faced with a serious dilemma: on the 
one hand it appears indispensable to stimulate pro- 
duction in the private sector, not least by increasing 


58 The Polish plan fulfilment report for the year 1956 states 
that about one-fourth of the total number of co-operatives 
continue unchanged. However, “ а part of the remaining three- 
fourths of the co-operatives continue their work on the basis 
of statutes which have been changed on the initiative of the 
members”. Zycie Warszawy, 19 February 1957. 


59 The figures have a tendency to exaggerate the fractioning 
of land ownership, as peasants tend to escape progressive 
taxation and other discrimination by nominally transferring land 
to parents. This, however, does not affect the argument. 
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TABLE 24 
Distribution of agricultural area by size of farm 
Percentages 
3 Socialist 
Country Private farms aoe 
Below | 1.7-8.6 ha. | 8.6-14 ha. | 4 ре: 
Hungary? ... 9.1 48.5 8.1 1.8 82.7 
Below | 2-10 ha. | 10-14 ha. 
Poland® .... 4.3 50.9 11.7 10.3 22.5 
a 
Czechoslovakia с. 7.6 38.9 4 5.6 47.9 е 
Beet 5-10 ha. 10 ha. and over 
Eastern 
Сегтапу с . . 14.7 24.1 33.9 Die 


| 
—— Ш —— 63 


Sources : Statistical yearbooks; Novd Муз, Мо. 10, 1956, р. 1021, and 
Rudé Pravo, 6 October 1956. 


@ Arable land, mid-1955. 

b End 1954. 

с End 1955. 

а Of which: 12.6 per cent from 2 to 5 ha. 

е Including abandoned land (more than 5 per cent of total). 


the size of farms; and on the other hand such a policy, 
if successful, might further postpone the day when 
socialist forms of production can be introduced in 
agriculture. 


The New Agricultural Policy in Poland 


In Poland, a new agricultural policy has already 
been formulated, at least in its broad outline.© It is 
in several respects a departure from the policies 
hitherto followed in Poland and other countries of 
eastern Europe, and it may be regarded as a first 
attempt to find a workable compromise between the 
short-term exigencies of efficiency and the longer-term 
goal of a transformation of the countryside on socialist 
lines. It lays down new rules for taxation, compulsory 
deliveries and supplies to farmers, all tending to provide 
incentives for higher output, especially in medium 
and large farms.** But even more interesting are the 
new measures dealing with the structure and organiza- 
tion of agriculture. 


°° The policy is set out in a joint statement of directives by 
the Central Committee of the United Workers’ Party and the 
Supreme Committee of the United Peasant Party (see Trybuna 
Ludu, 9 January 1957). 


$1“... the road to the socialization of agricultural production 


leads through diverse forms of co-operative production accom- 
panied by a simultaneous consolidation of peasant farms. . .” 
(ibid.) 


83 These measures were mentioned in the preceding section. 


First of all, small farmers are now allowed, and even 
encouraged, to acquire additional land. The upper 
limit to land ownership is to be that of the 1947 land 
reform—that is, 40 to 50 hectares. Settlers in the 
western territories will be able to increase their 
holdings up to 15 to 20 hectares by specially advan- 
tageous purchases from the State Land Fund, which 
will also let land—on at least 8-year contracts—to 
peasants with too small holdings. Even more impor- 
tant is the new start made in promoting settlement 
in the western territories by peasants from the over- 
crowded regions of the country. This settlement 
policy had earlier been abandoned because it tended 
to create viable private holdings. These measures 
may have the important effect of increasing the density 
of population, and thereby the utilization of agri- 
cultural resources, in those territories. 


Secondly, the directives lay great stress on the 
promotion of more traditional forms of co-operation 
and association among private farmers. The general 
framework for such activities is to be the so-called 
“ agricultural circles ”. These seem to be thought of 
as fully independent and self-governing professional 
associations of peasants which can take up a wide 
variety of activities, ranging from the education of 
farmers and village youth and creation of technical 
study circles to the distribution, at the local level, 
of investment funds and means of production, or 
joint organization of village handicraft. The leading 
idea seems to be that the suspicion of peasants against 
joint undertakings can be overcome only gradually 
through associations with which the peasants can 
identify themselves, because they have been created 
by them and remain under their effective control. 


As regards the future of producer co-operatives, 
the directives reaffirm the intention of giving public 
support, in the form of expert advice and credits, 
to co-operatives which are established on a sound 
foundation. The recent dissolution of many co- 
operatives is taken as a fait accompli; rather than 
suggesting the re-establishment of such co-operatives, 
the statement merely calls for measures to avoid the 
waste of indivisible property of disbanded co-operatives 
such as farm buildings and farm equipment.® 


Thus, while the goal of transforming agriculture 
on socialist lines is maintained, the programme is 
seen to be a long-term one. The intention appears 
to be to retain only a limited number of genuinely 
voluntary producer co-operatives and to enable them 
to become highly efficient and prosperous models of 


“ The party organizations should “help peasants who have 
decided to dissolve agricultural co-operatives in finding such 
forms of farming as would allow the best possible use of the 
public property not subject to division. It would be a great 
mistake to waste public property, which is the product of 
great expense and hard work.” (Trybuna Ludu, loc. cit.) 
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socialist agriculture. The spread of collectivization 
throughout Polish agriculture seems to be deferred 
to a future when, on the one hand, investment funds 
are available to make the transition coincide with a 
thorough technical transformation and, on the other 
hand, the groundwork done by “ agricultural circles ” 
will have lessened the individualism of peasants. 


Hungary 


It is not clear as yet what attitude will be taken 
to the questions of agricultural structure in Hungary 
now that peasant dissatisfaction with the co-operatives 
has come out in the open. The new government has 
declared its intention to restore traditional forms of 
agricultural co-operation, to repair “ the most striking 
breaches of law ” committed against small and medium 
farmers and fully to respect the principles of voluntary 
membership of co-operative farms. But the govern- 
ment has also declared that it will guarantee the 
integrity of “the consolidated land of the co-opera- 
tives ”, which seems to limit considerably the possibility 
for a peasant to withdraw his land from it. Changes 
in land tenure during and after the insurrection are 
regarded as valid only if legal formalities and prescrip- 
tions of statutes of co-operatives have been observed. 


On the other hand, a definite step appears to have 
been taken towards the freeing of trade in land. 
Peasants can henceforth add to their holdings by free 
purchase of up to three hectares of land, subject to 
a maximum family farm size of some 12 to 15 hectares, 
and private leasing of land has also been permitted. 
This should allow “ reserve land ” to be brought under 
cultivation and give a great number of small farmers 
an opportunity to enlarge their holdings. 


Czechoslovakia and Eastern Germany 


As was seen, very small private farms with their 
latent manpower reserves are numerous also in 
Czechoslovakia and eastern Germany (Table 24). This 
contrasts with the over-all manpower shortage in 
agriculture, mainly felt in the socialized sector.™ 
However, the mobilization of these reserves is difficult 
within the framework of the present system, because 
young people increasingly refuse to work in agri- 
culture, just as in many western European countries. 
Those who nevertheless remain in agriculture are 
retained by the family ties which bind them to the 
small individual farm rather than being attracted to 


64 In Czechoslovakia, by 1955, the socialist sector had some 
16 persons (including family helpers) engaged in agriculture 
per 100 hectares of agricultural land, while in the private sector 
this number was around 34. (Both figures exclude half a million 
hectares of unutilized “ reserve land ”.) 

65 In the Czech lands only 2.5 per cent of co-operative farm 
members were aged 16 to 19 years. In Slovakia the correspond- 
ing figure was 6.8 per cent. 


the socialized sector with its large-scale but insuffi- 
ciently mechanized enterprises. 


The Question of Farm Size in the Soviet Union 


It was seen in the preceding section that the eastern 
European countries, in varying forms and varying 
degrees, are faced with a serious dilemma in their 
agricultural policy—on the one hand, the necessity to 
modernize production in agriculture and, on the 
other hand, the peasant community’s preference for 
the traditional ways of individual small-scale farming. 
Indeed, despite the differences in social structure, 
western European countries face the same basic conflict 
between the dictates of efficiency and the inherited 
agrarian structure. 


In the Soviet Union, although 95 per cent of the 
sown area is cultivated in large units, organized as 
collective or state farms, the question of small-scale 
farming remains a major issue of agricultural policy. 
In the past three years a number of measures have 
been introduced dealing with this question, the most 
recent, and perhaps the most significant, being the 
revision of the Model Collective Farm Statute in 1956. 
These recent measures need to be seen in the 
perspective of a review of past policies and the present 
farm structure in the Soviet Union. 


As shown in Table 25, the frequency distribution by 
size of Soviet farms has a highly bimodal shape. At 
one pole there are the private plots of the collective 
farmers, some twenty million separate parcels of 
about a quarter-hectare of sown area apiece; at the 
other pole are 92,000 collective and state farms with 
an average area sown of 1,900 hectares.** Between 
these two extremes there are a number of medium 
farms run by state enterprises—chiefly as market 
gardens for their staff canteens—but they account for 
no more than 2 per cent of the country’s sown area. 


This farm structure implies a very unequal distribu- 
tion of the available labour over the agricultural area, 
with a consequent loss in output per unit of labour 
input in comparison with that derivable from more 
equal distribution. This loss is to some extent miti- 
gated by the fact that the cropping pattern shows a 
concentration of labour-intensive products on the 
private plots: in 1955, 64 per cent of their sown area 
was planted to vegetables.*? Nevertheless, there must 
be an immense discrepancy in the marginal output of 
labour between the socialized area where some 


в The average size of socialized farms was much increased 
by the policy of amalgamation, carried out in the years 1950- 
1953, which raised the average area sown per collective farm 
from 967 ha in 1950 to 1,549 ha in 1954, and per state farm 
from 2,585 ha to 3,419 ha. 


67 The area under vegetables in private plots of collective 
farmers, together with that of workers’ allotments—as in all 
countries almost wholly devoted to this crop—made up 45 per 
cent of the total vegetable area. 
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TABLE 25 


Farm size in the Soviet Union in 1955 


о eri te НОВИНИ 


Average size Thousand Total sown area Cattle 
Type of farm (Ha. of eis area) farms (Millions of ha.) | per 100 ha. sown 
1 

Over 5 000 6 

2001-5 000 21 ы 
Collective and state {агт$........ 1 001-2 000 26 174.90 

501-1 000 22 

Below 501 17 
Subsidiary farms of state enterprises ... . 29 120 3.53 see 
Individual peasant holdings ....... 0.4 100 0.04 cae 
Collectivesfarmers plots). 1 1) eaeeeane 0.3 19 700 5.79 


Sources : See Appendix В. 


20 workers 88 (both male and female) were occupied 
per 100 hectares of sown land and the 4 per cent of the 
area made up by private plots to the cultivation of 
which some 30 million persons (five persons for 
each hectare) devote more or less of their labour and 
attention.®® The contrast is brought out most strikingly 
by the fact that exactly one-half of the total numbers 
of cows and one-third of the total of pigs were privately 
owned by collective farmers at the 1955 census.*° No 
data are available to compare output from private 
plots with that of the socialized farm sector, but it can 
be seen from the following table that private suppliers 
(i.e., overwhelmingly collective farm members in their 
private capacity) accounted in 1955 for about one- 
seventh of total food sales.”! In addition, the private 
plots supply a large part of the food consumed by the 
farm members and their families.7? 


88 The figure as calculated by Academician У. Nemchinov 
(Planovoe Khozyaistvo, No. 4, 1955, p. 68) related to all arable 
land, but has been converted to a sown area basis on the data 
shown in Narodnoe Khozyaistvo SSSR, pp. 104, 106. 


69 Area data are taken from Narodnoe Khozyaistvo SSSR, 
pp. 104 and 108; for details of calculations on manpower see 
sources to Appendix Table XXIII. 


70 These shares are based on the total number in agriculture 
proper, i.e., excluding animals owned Бу wage-earners. For 
the distribution of livestock by the various kinds of farms 
see Table 4. 


п The figure varies widely from place to place. It was, for 
instance, 8 per cent in Moscow and Leningrad and 60 per cent 
in Odessa (600,000 inhabitants). 


72 In considering these figures it must be remembered that 
the animals held on the private plots are largely fed by the 
produce of the collective lands. Otherwise, it would be impossible 
for such a large part of total human food consumption to derive 
from an insignificant proportion of the total area. 


а In addition, there are 1.59 million ha., with 481 cattle per 100 ha., of workers’ 
allotments; holders of allotments, some of which are held jointly, number 
about 20 million. 


Percentage Distribution at Current Prices of Retail Food 
Sales by Purveyors 


1940 1950 1955 
ОУ 5 Glo a 6 ave 61.5 63.3 63.8 
Co-operative shops. . . . 18.3 18.6 21.54 
Direct sales 
by co-operative farms. 3.0 2.4 1.3 
by individuals LZ ТЯ 13.4 


Sources: Sovetskaya Torgovlya, Statistichesky sbornik, 1956, р. 19, and 
Sovetskaya Torgovlya, No. 11, 1956. 


а Including commission sales on behalf of individuals (0.3 per cent) and of 
collective farms (0.6 per cent). 


Policies towards Private Plots 


The Soviet authorities have, since collectivization, 
been continuingly exercised by the maldistribution of 
manpower resources inherent in this farm structure 
and a variety of measures have been taken aiming at 
the redistribution of labour inputs between the two 
sectors. For many years attempts were made to limit 
the production of small holdings by the imposition of 
compulsory delivery quotas at very low prices. Heavy 
progressive taxes were levied upon private agricultural 
income.”? Other fiscal measures were to restrict outlets 
оп farm markets by taxes and other means,’* and— 
notably in 1951 and 1952—to tax particularly sharply 
farm households comprising persons working neither 


3 Thus, the 1952 tax scales rose from 12 per cent on the 
lowest incomes (in cash and kind from one to 2,000 roubles) 
to 48 per cent for each rouble of income above 8,000 roubles 
—the average income of a wage earner. 


* For a discussion of the restrictions imposed by the farm 


market regulations of 1936 and 1939, see Sovetskaya Torgovlya, 
No. 2, 1954, pp. 9-10. 


Гог а co-operative nor for the State. As a result, the 
proportion of cow-owning peasant households fell 
from 69 per cent in 1938 75 to 55 per cent in 1953. 


Other policy measures and proposals have aimed at 
reducing the size of the holdings themselves. The 
Collective Farm Statutes provide that an able-bodied 
collective farmer can be deprived of his plot if he or 
she fails to contribute the minimum number of 
communal workdays, but forbids any increase in the 
size of plots on grounds, for example, of increasing 
size of family. In 1946 a Council for Collective Farm 
Affairs was given wide powers to investigate illegal 
seizure of land during the war by private households: 
it discovered 2,255,000 cases and ordered the cession 
to collective farms of 4.7 million hectares of land, 
140,000 head of livestock and 15 million roubles in 
cash compensation.”® Within this line of policy, the 
most far-reaching proposal—never enforced—was 
that of 1951 to concentrate farm dwellings into 
“agro-towns” and to place the private plots, 
diminished to one-half or one-third of their former 
area, on the outskirts of the settlement. 


The risk was that these policies would discourage 
production on the private plot—or enhance auto- 
consumption—without encouraging work оп the 
communal lands. In mid-1953, the stagnation of 
agricultural production impelled the introduction of 
new policies.” Jnitially, the measures aimed at 
encouraging production in both private and communal 
holdings, but subsequently they rather favoured the 
latter, and during 1956 some measures positively 
directed against private husbandry were introduced. 
Among the 1953 measures in favour of private farming 
were the reduction of compulsory deliveries from such 
holdings, the lowering of the agricultural tax to less 
than half its former level, and tax exemptions to 
enable farmers to buy a cow.” 


Other measures in favour of private farming intro- 
duced in 1953 were the reduction of the fee for a 
market trading licence and for occupying a market 
stall. The Ministry of Trade was instructed to revise 
its policy in the direction of encouraging private 


75 Contemporary territory—i.e., excluding important dairying 
areas such as the Baltic States. Cows owned by peasants 
numbered 17.3 million at the end of 1940, 11.8 million in 1950 
and 10.5 million in 1952. 

в М. Anisimov, Razvitie selskogo khozyaistvo у pervoi poslev- 
oennoi pyatiletke, 1952, p. 92. 

77 Gross agricultural output in 1952 was lower than in 1950 
(and only 10 per cent above 1940 on comparable area) even 
though the year’s weather was notably better. 

78 These measures concerned private farming in the sense of 
the holdings of collective farmers and state and co-operative 
workers. Individual peasants continued to pay the agricultural 
tax at double rate, but the special tax on their sales in farm 
markets was repealed and the agricultural tax as a whole was 
reduced by 50 per cent in the areas incorporated since the war, 
where nearly all the individual peasants were to be found. 
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sales,”® and commission sales for farms and farmers 
by co-operative shops (which had been forbidden 
in 1939) were again permitted. Their revival was 
rapid: from 70 million roubles in 1953, commission 
sales rose to 4.9 billion roubles in 1955 and to nearly 
7 billion roubles in 1956. 


But in 1953 measures to improve incentives to 
communal work also began to be introduced. Sub- 
stantial increases in procurement prices contributed 
to a rise in the gross cash receipts of collective farms 
from 43 and 50 billion roubles in 1952 and 1953 
respectively to over 90 billion roubles in 1956. The 
institution of monthly cash advances to farm members, 
and the assignment of fields or animals to specific 
teams,*® were intended to provide a closer relationship 
between effort and remuneration. In 1955 thé system 
of central planning in agriculture was abolished, and 
co-operative farms were left free to choose their 
sowing pattern and the size and composition of herds, 
provided only that these were consistent with the 
attainment of procurement quotas. More recently, a 
few farms have introduced a guaranteed minimum 
return to each type of farm work as a direct incentive 
to communal effort.*t Steps were also taken to 
strengthen the legal protection of communal property 
and labour discipline 82? and to ensure both that farm 
members contributed a certain minimum of labour to 
the collective,*? and that this minimum (established by 
the Annual General Meeting of the collective farm) 
should not be less than that set for 1953.84 


By 1956, however, the Soviet Government felt that 
the mere improvement of the return to communal 
tasks was not transferring labour-input away from 
private holdings sufficiently quickly. A decree of 
10 March 1956 recommended collective farms, inter 
alia, to relate the size of the private holding to the 
labour contribution of the household to communal 
tasks. It was made clear that any adjustments should 


79 Cf. Sovetskaya Torgovlya, No. 2, 1954, pp. 3-4. Extra 
funds were also allotted for the improvement of amenities in 
the existing 8,000 markets and for the opening, during 1954— 
56, of 750 new markets (this plan was, however, not fulfilled). 

80 This was recommended with official backing in Sovetskoe 
Gosudarstvo i Pravo, No. 3, 1955, p. 30, and confirmed by 
decree of 10 March 1956. 

81 Reported from Amur oblast and advocated by С. S. 
Gaponenko, an official of Gosekonomkomissia at a meeting 
on farm economics in July 1956 (Voprosy Ekonomiki, No. 10, 
1956, p. 157). For another quasi-wage system used in Moscow 
oblast, see Selskoe Khozyaistvo, 15 April 1956. 

82 See Sovetskoe Gosudarstvo i Pravo, No. 8, 1954, р. 43 
and (for a decree imposing fines on damage to communal 
crops by animals and vehicles) Izvestia, 19 January 1955. 

3 The 1953 agricultural tax reform had raised the surtax 
(from 50 to 75 per cent) payable by a collective-farm household 
comprising any able-bodied adult who was neither a farm 
member nor a wage-earner and levied a new surtax on those 
households in which a farm member failed, without valid 
reason, to perform the established minimum of workdays. 


84 Sotsialisticheskoe Selskoe Khozyaistvo, No. 12, 1954. 
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involve a reduction, and not an increase, in the total 
area devoted to private plots. The permitted numbers 
of privately owned livestock, where these seemed out- 
dated, were recommended for reduction and farms 
were asked to establish labour-day minima on the 
basis of the manpower and equipment potential of 
the Гагт.85 The decree stated: “... no expansion of 
private holdings can be permitted at the expense of 
collectively held land; rather, on the contrary, the 
trend should be towards reducing their area because 
the farming of common land with the improved 
techniques and intensive mechanization to be found 
in MTS will be incomparably more profitable and 
collective farmers in the long run will obtain a con- 
siderably higher income ”. 


* 
* * 


It is obvious that there is no easy and short-term 
solution to the problem of the private plot in Soviet 
agriculture. The fundamental difficulty is that work 
on the plot, though far less productive, appears as 
more remunerative to the farmer than work in the 
collective farm. There are narrow limits to the possi- 
bilities, by fiscal and other measures, of reducing the 
remuneration from labour on the private plots, since 
this is largely for the member’s own consumption. It 


85 The previously recommended criterion had been the pro- 
duction needs of the farm. 


is also difficult, on the basis of present production 
levels, to raise beyond narrow limits income from 
work on the communal lands, since this necessarily 
involves an improvement of the terms of trade of 
agriculture with the urban community and hence a 
reduction of the rate of increase, or even an absolute 
decline, in urban real wages. 


Experience from other countries shows that peasants 
tend to cling to a private plot of land, however small, 
unless other occupations promise а considerably 
higher return for their labour. The solution can there- 
fore only be through a cumulative process whereby 
an increase in the productivity of work on the com- 
munal lands provides its own higher remuneration, 
which in turn attracts labour away from the private 
plot and results in further increases in communal 
productivity. The virgin lands campaign can perhaps 
be seen partly as an attempt to start off such a process 
through a major initial increase in total agricultural 
output. It is relevant to mention, in this connexion, 
that the bulk of the newly cultivated area has been 
allotted to state farms. 


Seen against this background, the fulfilment of the 
very high agricultural targets of the Sixth Five-Year 
Plan appears to be of crucial importance for economic 
development in the Soviet Union. These targets—of 
which the central feature is a two-thirds increase in 
grain production over five years—are discussed at 
some length in the following chapter. 


5. NEw DEVELOPMENTS IN SOCIAL POLICY 


The XXth Congress of the Communist Party of the 
Soviet Union held in February 1956 inaugurated 
important changes in welfare policies. Since the mone- 
tary reforms of 1947 and until recently, the benefits of 
increasing national product have been transferred to 
the consumer principally in the form of retail price 
reductions accompanied by relatively insignificant 
wage adjustments. This helped to maintain, during 
the period of post-war reconstruction, the spread of 
incomes which was considered an essential stimulus 
to higher productivity. 

The new approach seems to be based on the view 
that economic conditions have now improved to such 
an extent that the principle “ To each according to 
his work ” can be somewhat relaxed by giving more 
attention to the less productive, or even the wholly 
unproductive, groups of the population. It would 
nevertheless be wrong to conclude that from now on 
social policy will be guided exclusively by humanita- 
rian and egalitarian criteria. As will be seen below, 
the effects on the willingness to work and on the 
efficiency of work continue, both in the Soviet Union 
and in the countries of eastern Europe, to be a 


major determinant of the modalities of social policy. 


Measures similar to those announced in the Soviet 
Union were put into force in a number of eastern 
European countries in the course of 1956. The scope 
and emphasis varied from one country to another; 
but the basic aim common to them all was to improve 
the lot of the hitherto most neglected groups, such 
as the lowest-paid categories of workers, old-age 
pensioners, widows and the disabled. In one im- 
portant respect the policies pursued in 1956 in eastern 
Europe differed from those of the Soviet Union. 
In the latter country, price reductions were virtually 
halted and improvements during the year in nominal 
wages were chiefly restricted to the lower-paid work- 
ers. In some countries of eastern Europe, on the 
other hand, the pressure for higher real wages 
resulted in considerable concessions in the form both 
of all-round increases in nominal wages and, to a 
smaller extent, of further price reductions. The pre- 
sent section deals only with those measures which 
reflect the reassessment of social policies—viz., the 
establishment of minimum wages and improvements 
in social security and labour relations. 
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TABLE 26 


Basic data on minimum wage schemes 


И ЗИ 


Date of Per cent of | Total wage 
Country Se Monthly с non-f: increment 
: overa, в ати 
tion mimimum 56 labour force ba oe pace 
National поп- 
affected eee 
Albania. ... 1.21957 2500 leks All state workers and employees 
Bulgaria 1.ТУ.1957 400 leva а All workers including temporarily unemployed 
Hungary 1.УТ.1956 650 forints All non-farm workers В 0.5 
Poland . 1.1V.1956 500 zlotys All workers and employees ir socialized 9 0.8 
industry 
Rumania 1.Х1.1956 350-400 lei Not known 
Soviet Union 1.1.1957 300-350 roubles | All industrial, building and transport workers 
300 roubles ¢ Workers in other occupations, and junior 16 1.5-1.7 
personnel and watchmen in industry, build- 
ing and transport 


Sources : Decrees of the countries concerned. 
Note. — The figures in the last two columns are rough estimates. 


Minimum Wages 


As can be seen from Table 26, the introduction of 
minimum wages was announced in 1956 in all countries 
of the region, except eastern Germany and Czecho- 
slovakia, where living standards are generally higher, 
and the spread of wages narrower, than elsewhere. 
Only in Poland, Hungary and Rumania, however, has 
the scheme come into operation in the course of 1956. 
The categories of worker to which the new regulations 
apply are similar in all countries, but, as far as can 
be judged in the absence of adequate statistics on 
income distribution, the proportion of the labour 
force affected is significantly greater in the Soviet 
Union * than in other countries. 


In terms of net additions to the total wage-fund 
(and the over-all average wage) the benefits are not 
very impressive, ranging from about one-half of one 
per cent in Hungary to 14% per cent in the Soviet 
Union. Nevertheless, the increments are tangible 
enough for the low-paid workers who have seen their 
wages increased, on the average, by 20 to 30 per cent. 
The new floor for incomes seems in all countries to 
have been set at a level corresponding to about half 
the average wage, except in Bulgaria and Albania, 


86 According to the decree, the benefit will aggregate 8 billion 
roubles and represents about a 33-per cent increase in the 
average wage of affected workers. It may hence be roughly 
estimated that the rise affects between 8 and 9 million workers. 


а 300 leva for apprentices. 
6 Apprentices and certain unskilled building workers are excluded. 
С 270 roubles in rural areas. 


where it is considerably higher and amounts to about 
two-thirds of the average wage. 


Policy Issues in Social Security 


In the early post-revolutionary years social in- 
surance in the Soviet Union had only one goal: to give 
security to workers and employees by insuring them 
against the hazards threatening their ability to earn 
a living. This strictly social principle was modified 
and enlarged during the period of the execution of 
the early five-year plans, when the idea prevailed that 
the main task of social insurance was “ to promote, 
by all possible means, further increases in the produc- 
tivity of labour on the basis of the general plan for 
the industrialization of the country ”.8’ As in the 
case of wage policy, the goal of rapid industrialization 
was thought to necessitate a change in the social 
security system away from egalitarianism. This 
objective was to be achieved by differentiating eligi- 
bility for and level of benefits by occupation, by linking 
benefit rates to the length of employment in general 
and to the length of stay in a particular occupation, 
by granting special privileges to shock workers, and 
by varying the eligibility age for old-age pensions 
according to the exigencies of the labour market. At 
the same time, the very lowness of basic benefits, such 


8? Resolution of the Central Committee of the Communist 
Party of the Soviet Union of 28 September 1929. 


Page 32 — Chapter I 


as sickness benefits and old-age pensions, in relation 
to the general level of wages, acted as a spur to seek 
continuing employment. 

Seen against this background, the new policies seem 
to some extent to revert to the ideas underlying the 
earliest system of social security in the Soviet Union, 
and also to approach more closely the systems prac- 
tised in most western European countries. The con- 
siderably increased pensions will reduce markedly the 
gap between the incomes of wage-earners and those 
of the non-active population. In the Soviet Union, 
for instance, the total amount spent on old-age 
pensions is to increase by more than 50 per cent in 
1957, and the average full pension will amount to 
about 60 per cent of the average wage.®® Moreover, 
the improvements are relatively greater for those 
pensioners who have hitherto received the lowest 
benefits, and, for the first time, an upper limit for 
pensions has been fixed (at 1,200 roubles per month). 
Thus there will be less scope for differentiation of 
pensions for economic motives. The coverage of the 
old-age and disability pension schemes is also to be 
widened significantly by granting partial pensions to 
workers who have not completed the full qualifying 
period of employment—25 years for men and 20 
years for women. Other innovations are the introduc- 
tion of survivors’ pensions based on the number of 
dependants, and the variation of invalidity pensions 
according to family size. 


Nevertheless, the new measures do not eliminate 
the principle of reward according to quantity and 
quality of work. The old-age pension benefits, for 
instance, vary not only according to the length and 
type of employment,®® but also according to the 
amount of wages received (in principle during the last 
twelve months preceding the claim), as can be seen 
from Table 27. Somewhat higher scales are intro- 
duced for workers labouring in hard conditions, who 
also enjoy various other privileges. Similarly, the 
qualifying periods and the rates of the invalidity 
pension remain highly differentiated. 


These rules indicate an important difference between 
the Soviet pensions system and the national systems 
existing in most western European countries, where, 
for instance, the amount of old-age pension is 
unaffected by the recipient’s income in the years before 
reaching pensionable age. This difference between the 
Soviet and the western pensions systems may be 
regarded as a natural consequence of differences in 


88 Sotsialistichesky Trud, No. 5, 1956. 


*° As mentioned above, reduced pensions will now be paid 
even if the condition of the full statutory period of employment 
is not satisfied. Moreover, a 10 per cent premium is added if the 
total length of employment exceeds 35 years for men and 30 
years for women, or if employment lasted for an uninterrupted 
period of 15 years or more. Lighter conditions are applied to 
workers in key industries. 


TABLE 27 


Monthly amounts of old-age pensions in the 
Soviet Union 


Roubles 


—_3_ц_____—————_—_———————————ж———— 


Underground ог Other 
other unhealthy 
Monthly average employment employment 
wage before 
retirement 
Per cent Minimum Per cent Minimum 
of wages pension of wages pension 
Below 350 ... 100 300 100 300 
350=500 ae. и. - 90 350 85 350 
И Е 80 450 75 425 
600-800 .... 70 480 65 450 
800-1,000.... 60 560 55 520 
Over 1,000... 55 600 50 550 


Sources : Official decrees. 


the wage structures for manual workers: the still very 
large spread of workers’ earnings in the Soviet Union 
must necessarily have its counterpart in a similar 
inequality of income among pensioners; otherwise, 
the transition from work to pension would too often 
be accompanied by too violent changes—in either 
direction—in the level of income. 


The virtual abolition of the rule allowing the accu- 
mulation of old-age pensions and earnings seems to 
indicate a lessened concern about a possible decline 
in the supply of labour resulting from an improved 
pensions system. Employed pensioners will now 
receive a pension of only 150 roubles per month; and, 
given the increased level of pensions in general, this 
measure will no doubt induce many old people to quit 
their employment. The principles governing the pay- 
ment of sickness benefits, by which the rates depend 
on the length of employment in one job,® remain in 
force and may constitute some deterrent to excessive 
labour mobility. 


Whereas the rates at which social benefits are paid 
were raised substantially in 1956 in all the countries 
of eastern Europe, only Czechoslovakia introduced a 
new social insurance scheme in which significant 
policy changes can be discerned.“ Reorganization of 
national insurance was deemed necessary not only 
because “ the sums involved in benefits and pensions 
had been outstripped by the steep rise in nominal 


°° Sickness benefits for trade union members range from 
50 per cent of earnings for those employed in one job for between 
six months and three years to 90 per cent for employees of 
12 years’ standing. 

91 In eastern Germany Mr. Grotewohl announced that a new 
“socialist retirement law” was under consideration, but could 
not be introduced before 1958, for economic reasons. The 1957 
improvements were therefore chiefly limited to the improvement 
of the situation of the “ old” pensioners. 


wages [since 1948] and were по longer commensurate 
with the level of earnings ”, but also because “ in the 
case of the most highly skilled workers in a wide 
variety of occupations the benefits did not correspond 
to their merits as workers ”. In general, the system 
“must be brought into line with economic interests 
and possibilities ”.2 

In contrast with the trend in the Soviet Union, where 
the low-paid pensioners received more attention, the 
new rates in Czechoslovakia widen considerably the 
spread of pensions, as is shown below: 


Average gross Old scheme New scheme 
Р 
нЕ ааа As ie ее As per Hae ta е 
ension cent о i i i 

(Kés.) Kes.) earnings (к) potas poe 

600% 4 2356 60 400 67 12 
0000. 450 45 500 50 12 
ви. (552, 40 700 50 27 
1 S008 oe 8644. 35 900 50 40 


Source : Rudé Pravo, 11 November, 1956. 
@ For workers in the non-privileged category after 20 years’ employment. 


For purposes of social insurance all workers and 
employees are divided into three categories.°%* The 
creation of privileged groups will, in Mr. Zupka’s 
words “encourage the workers in key industries to 
remain loyal to their vocation”. This aim is also 
pursued by grading sickness benefits according to the 
length of uninterrupted service in a given enterprise, 
very much as in the Soviet Union. In contrast with 
the Soviet system, however, and clearly dictated by 
the need to increase the volume of employment, 
receipt of pensions is independent of continued 
gainful employment. Indeed, the pension increases 
with each year of employment after the retirement 
age. Finally, the tightening of labour discipline 
is the objective of another clause which reduces 
sickness benefits payable during the first three 
days of illness. 


Scope of the New Measures 


The common aim of the changes in social security 
schemes in all the countries of eastern Europe 34 was 
to improve the economic conditions of the hitherto 
least favoured sections of the population. Measured 
against the rates paid in the past, the progress made in 


°2 Report to the Party committee on National Insurance by 
Mr. F. Zupka, Chairman of the Central Trade Union Council. 


93 The first and most favoured category comprises persons 
working underground and professional airmen; the second 
covers employment in strenuous conditions (miners working on 
the surface, steel and chemical workers, etc.), and the third all 
other categories of employment. 

94 There were no recent changes in the 1954 Pension Law in 
Hungary. A reform of the law was, however, requested by the 
Trade Union Council, particularly concerning the payment of 
benefits to workers who have not completed the full qualifying 
period of employment and to farm workers. Г 


the course of 1956 was very considerable, particularly 
for the poorest beneficiaries who saw their incomes in 
many cases doubled or even trebled over-night. 
The scope and coverage of benefits increased 5 and 
eligibility conditions were often attenuated. In at 
least three countries—Bulgaria, Czechoslovakia and 
Rumania—children’s allowances were raised to lessen 
the burden of large families. 


In spite of these substantial improvements, the condi- 
tion of the least privileged group of pensioners remains 
difficult. This follows from the acceptance of the 
principle that some balance must be preserved between 
the earnings of the working population and the 
incomes of the non-productive sector. All the countries 
introduced a minimum pension sum, to which the 
pensioner is entitled on reaching the eligibility age, 
which in the last column of the following table is 
compared with the estimated average wage. 


Average pension Minimum old-age pensions for 

for all present fully qualified beneficiaries а 
recipients ЕЕ Aiea ЕТУ 

Percentage of 
average 


(National currencies per month) 
net earnings 5 


Виана: a) eee is 280 50 
Czechoslovakia .... 443 400 35 
Eastern Germany .. . ПТ 105 35 
Poland#y: , ее". 230 260 25 
Rumaniayeae. eee. ; Ag 250с 45 
БОЕВ ШО в о ь ба es 300 40 


Sources : Relevant decrees of countries concerned. 
@ Fully qualified pensioners in the non-privileged category. 
5 For estimates of average earnings, see Economic Bulletin for Europe, Vol. 8, 
No. 2, p. 38. The figures have been rounded to the nearest five. 
с In towns (200 lei in the countryside). 


Compared with the average level of earnings, the 
minimum pension ranges from one-fourth in Poland 
to about one-half in Bulgaria. These percentages are 
not low in comparison with what is found in most 
western European countries; but in view of the lower 
real wages,®* and the fact that the non-working old- 
age pensioners are deprived of many privileges reserved 
for the workers, it is clear that living standards are 
still very low for many recipients of pensions. 


This is especially true for the “established ” pen- 
sioners who had acquired their pension rights before 
the advent of post-war schemes and whose benefits 
are in most countries considerably below those of the 
new pensioners. Only limited attempts have been 
made to close the gap between the two categories. In 


95 A new departure was made in Bulgaria with a pension 
scheme for co-operative farmers, based on contributions from 
the State, the co-operatives and their members. The state 
contribution, amounting to more than fifty per cent of the cost, 
is to be financed by increased taxes on some beverages, cigarettes 
and free-market agricultural transactions. Co-operative farms 
will pay into the fund 3 per cent of their gross income (after 
deduction of taxes and seed fund) and personal contributions 
will amount to one half of one per cent of farmers’ personal 
incomes. 


98 See Economic Bulletin for Europe, Vol. 8, No. 2, pp. 36-40. 
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Eastern Germany, the amount of 1 billion DM avail- 
able for pension increases in 1957 is to be devoted 
wholly to the improvement of pensions dating from 
earlier periods, but Mr. Grotewohl, introducing the 
amendments to the pension law in the People’s 
Chamber, emphasized that a distinction between 
“old” and “new” pensioners must be maintained. 
Since “ the ‘ old ’ pensioners no longer help to create 
new wealth, society has to feed and maintain them; 
nor do they contribute any longer to the creation of 
the basis for the payment of pensions... . All pensions 
are paid entirely out of the labour product of the 
working people.” Mr. Grotewohl continued: “ Life 
under ‘socialism must hold out different prospects to 
the people now working and building this new social 
order than did capitalism to these recipients of 
established pensions. In accordance with the principles 
of a socialist economy, a new goal must be provided 
for the old age of those who are making great efforts 
and sacrifices to build socialism.” In Poland, where 
great dissatisfaction has been expressed at the discri- 
minatory treatment of the old, the pensions of the new 
pensioners were nevertheless raised from 335 to 410 
zlotys on the average—i.e., by about 22 per cent— 
and those of the old pensioners from 210 to 230 zlotys 
—i.e., by less than 10 per cent. It seems, however, 
that a reclassification of a part of the “ established ” 
pensioners is under way.*’ 


TABLE 28 


Increase in public expenditure on pensions 


Billions of national currency per year 


Country Old New Percentage 
scheme scheme increase 
Czechoslovakia . . . 12 
Eastern Germany. . 30 
Poland= a. +. =: 29 


Soviet Union 


Sources : The figures were derived from speeches introducing the new bills. 


Only fragmentary information is available about 
the effects of the new measures on public expenditure 
for social security. It is clear, nevertheless, that the 
immediate increase was greatest in the Soviet Union 
and—to judge by the levels of minimum pensions— 
in Bulgaria and Rumania (see Table 28). In Czecho- 
slovakia, probably the most advanced country in the 
region with regard to social welfare, total expenditure 
on pensions increased by about 10 per cent only. 


Generally speaking, the recent changes represent an 
attempt by the less advanced of the countries to catch 


‚1 Mr. Zawadzki, Minister of Labour and Social Welfare, in 
his speech to the Sejm in September 1956, 


TABLE 29 
Increases in family allowances 


Units of national currency per month 


Czechoslovakia 


Bulgaria Rumania 


Old New Old New Old New 
scheme scheme | scheme scheme@4| scheme scheme 


child eee 12 12 50 100 70 70 
2ychildrenir 28 100 100 200 170 170 
3 children . 56 190 150 300 310 310 
4 children . 96 280 200 400 470 490 
5 children . 136 370 250 500 630 710 
Each addi- 


tional child 100 100 50 100 160 220 


Sources : Official decrees of countries concerned. 


For persons earning less than 1,200 lei per month. For those earning 1,200 
to 1,500, the allowance starts with the second child, for those earning 1,500 
to 2,000 with the third, and for the higher income brackets with the fourth 
child. 


up with the level of social progress of their traditionally 
more advanced neighbours.®* One example of this is 
the introduction of rather high family allowances in 
Rumania and Bulgaria, where hitherto only very 
small amounts were paid, as can be seen from Table 29. 
The new allowance for a family with three children, 
for instance, is equal to between one-third and one-half 
of the over-all average wage.*® In this respect, the 
two countries are now brought into line with Czecho- 
slovakia, where the new act raised still further the 
allowance rate for large families. 


It is hoped that a by-product of increased allowances 
in Bulgaria will be some withdrawal of married women 
from the already over-strained labour market. A 
similar objective is behind the expected rise in chil- 
dren’s allowances in Poland in 1957, where the 
introduction of substantial allowances for non- 
employed married women is also under consideration. 


The demographic situation is of course an important 
factor determining the cost of any given social security 
policy. On the whole, the trend towards ageing 


*8 Although on the face of it the situation of the pensioners in 
eastern Germany is not much better than in the other countries, 
one must keep in mind the importance of rationing in this context. 
Mr. Grotewohl emphasized strongly that if price increases 
occur when the rationing of meat, sugar and butter is eventually 
abolished, some measures will have to be taken to offset this 
effect on people with small incomes, including the pensioners. 


‹ D In Bulgaria, the coverage has also been extended by includ- 
ing children aged 15 and 16. The total amount of payments, 
covering 700,000 children, will increase from 134 million leva in 
1956 to 430 million leva in 1957. 


100 See Economic Bulletin for Europe, Vol. 8, No. 3, pp. 37-38. 
It is characteristic of the labour supply situation in Bulgaria 
that minimum wages are also specifically guaranteed for workers 
who become temporarily unemployed. 
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populations is much less pronounced in eastern than 
in western Europe. The important exception is 
eastern Germany, where war losses and emigration 
have affected the older generations relatively little, 
with the result that persons of pensionable age (65 for 
men and 60 for women) account for 16 per cent of the 
population, compared with only 11 per cent in 1939 
and 13 per cent in 1946. This, together with the high 
incidence of widowhood and war disability, explains 
the extremely high figure of 3.6 million recipients of 
social security benefits. On the other hand, in some 
countries of the region—particularly Poland, the 
Soviet Union and Bulgaria—the high proportion of 
children in total population makes improvements in 
family allowances more costly than in most western 
European countries. 


Labour Relations and Conditions of Work 


The new social policies have not been limited to 
purely financial improvements for the poorest part of 
the working or pensioned population. Important 
reforms in labour relations were also introduced in 
the Soviet Union and, later in the year, in several 
eastern European countries. 


The severe decrees on labour discipline introduced 
in the Soviet Union in June 1940 were allowed to 
remain in force until 1956. The essence of these 
decrees, which were the culmination of a long cam- 
paign to strengthen the discipline of labour and to 
reduce the excessive labour turnover of the ’thirties, 
was to forbid wage and salary earners to terminate 
employment at will. Workers who left their jobs 
without the approval of the management were liable 
to criminal prosecution, and unjustified absence from 
work was punishable with up to six months of cor- 
rective labour in the enterprise at wages reduced by up 
to 75 per cent. Even though the restrictions on labour 
movements were probably somewhat relaxed after 
the war (as witnessed by the increase in labour 
turnover) and the decree of 1951 abrogated penal 
liability for all but the more serious cases of absentee- 
ism, the unqualified repeal of all the provisions of the 
1940 decrees undoubtedly represents a highly im- 
portant improvement in labour relations. 


According to the new decree, factory, office and 


other workers are free to leave their jobs with a 


fortnight’s notice to the management. As mentioned 
above, such workers forfeit some part of their claims 
to various social security benefits, but this seems a 
small price to pay for the restoration of the free 


101 Thus, the Albanian Minister of Justice, Mr. Bilbil Klosi, 
introduced the revised Labour Code to the National Assembly 
in April 1956 as required “ to bring the Labour Code into har- 
mony with similar legislation in the Soviet Union and the other 
people’s democracies ”. 


contractual character of employment. With regard to 
absence without just cause, the decree provides that 
the management may take disciplinary action, in- 
cluding discharge from work, or, alternatively, it 


may submit the case for examination by a court of 
compeers.10 


Labour discipline regulations, modelled on the 
Soviet pattern, were introduced after the war in most 
countries of eastern Europe, but there is no doubt that 
their application was much less rigorous than in the 
Soviet Union. Nevertheless, the recent universal 
abolition of legal restrictions on the freedom of 
movement of workers, coupled with some liberaliza- 
tion of work discipline at the factory level, has en- 
hanced the role of economic incentives as regulators 
of efficiency and mobility. At the same time, the 
appearance of unsatisfied demand for work in some 
countries, such as Poland, Bulgaria and Rumania, 
calls for measures to safeguard the worker’s security 
of employment by restricting the management’s 
arbitrary powers of dismissal.1% 


Moreover, improvements have also been made with 
regard to working time. The 1940 Soviet decree, 
which introduced an eight-hour working day in a 
six-day working week, remained in force until 1956,1% 
when the working time on Saturdays and other days 
before a holiday was reduced by two hours and a six- 
hour day was introduced for young workers aged 
16 to 18.196 In addition, a promise was made to reduce 
the working day to seven hours for all categories of 
workers, and to six hours for underground workers, 
before the end of the Sixth Five-year Plan. These 
measures, however, do not go much beyond restoring 
the normal working hours (averaged over the year as 
a whole) which prevailed before 1940. 


A 46-hour week has been introduced in the course 
of 1956 in Bulgaria, Czechoslovakia and Poland, and 
a 45-hour week has been announced in eastern 


102 Tn order to appreciate the full extent of this provision it is 
necessary to realize that until recently the management was 
obliged to take action leading to criminal prosecution, and cases 
were frequent and widely publicized of managers sued in courts 
for failing in this duty. 

108 Questions of wage systems and incentives are further dis- 
cussed in the following section of this chapter. 


104 Tn Rumania, for instance, according to the amended labour 
code the worker may end the work contract by submitting 
12 working days’ notice ; cases have also been specified when 
the employer can terminate the contract, but the employee has 
been granted the right to appeal against the decision. 


105 Various additional wartime regulations providing for 
mandatory overtime were, however, rescinded after the war. 


106 Time-workers will be paid as for a full day; those on piece- 
rate are to be paid according to the work done, but the manage- 
ment “ is obliged to ensure conditions for higher productivity. . . 
so that these workers’ monthly earnings will not be reduced ”. 
Employment of people under 16 was in principle forbidden, 
but in cases where exceptions were made (e.g., for apprentices) 
a four-hour day became mandatory, 
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Germany for 1957 with better terms for particularly 
hard work 2° and for juvenile workers. In Rumania 


107 The unpopular practice of Sunday work in the Polish 
coalmines is to be reduced from 24 Sundays in 1956 to 12 in 
1957, and to disappear completely by 1958. Owing to the extreme- 
ly serious deficits in coal output, however, the miners are still 
exhorted to volunteer for Sunday work (Mr. Gomulka’s speech 
to the miners in December 1956). 


and Albania, the reduction of working time applied to 
the latter categories only. Finally, the September 
meeting of the Hungarian Trade Union Council 
recommended a reduction of working hours to less 
than 48 a week in branches where work is damaging to 
health, and to 48 in those where the legal working 
time still exceeds this limit. 


6. WAGE SYSTEMS AND INCENTIVES 


Since the middle of 1955 the system of wage differ- 
entials has come up for severe criticism in the Soviet 
Union, and the necessity for a thorough revision was 
stressed at the XXth Party Congress. In 1956 it was 
decided to undertake similar revisions in several 
eastern European countries, where in earlier years 
wage systems had been developed which closely 
resembled that of the Soviet Union. 


The main reason why a revision of the methods of 
wage fixing in the Soviet Union is thought to be 
necessary is that the policy of offering high rewards as 
an incentive for individual effort in a given occupation 
or job tends to make wage differentials as between 
industries and degrees of skill ineffective as an in- 
centive for the choice of occupation and acquisition of 
skill. Once the decision was taken to abolish the 
labour discipline Acts and relax administrative control 
over labour mobility (as described in the preceding 
section) this defect in the wage system was bound to 
appear as a serious hindrance to a policy of steering 
the supply of labour by the mechanism of economic 
incentives rather than by direction. 


Defects of the Present Wage System 


The present wage system of the Soviet Union is the 
outcome of many modifications of the system intro- 
duced by the major wage reform of 1931. At that 
time, very large numbers of workers with widely 
different backgrounds were taken into industry and 
other urban occupations, and as a result the labour 
force was extremely heterogeneous as regards skill, 
professional tradition and level of education. In 
order to maximize efficiency with the given human 
material, the new wage policy, carried out under the 
slogan of “Fight against egalitarianism ”, widened 
very considerably the range of rewards attainable in 
any given occupation. The replacement of time-rates 
by piece-rates was encouraged and steeply progressive 
rates of payment were introduced, with a variety of 
premia and bonuses for outstanding achievements in 
individual output. 


This system of remuneration for effort, if carried 
beyond a certain point, has distorting effects in 
several ways. If the scale of basic wage rates in a 
particular enterprise covers a range of say, 1 to 2.5 


(i.e., a worker in the highest grade has a basic wage 
two-and-a-half times as high as one in the lowest 
grade), the possibility offered to a lower-grade worker 
of doubling or even trebling his earnings frequently 
puts him in the same income bracket as, or a higher 
one than, a worker in a more skilled occupation, 
particularly if the latter is working on a time-basis. 
Moreover, the desired differentiation of earnings as 
between enterprises and industries, originally brought 
about by varying the levels of wage-scales, largely 
disappears. Consequently, workers are little interested 
in increasing their skills and professional qualifica- 
tions in order to be promoted to higher grades, and 
recruitment to trades which it is desirable to expand 
is not sufficiently stimulated by the inter-industry 
differentials. Thus, the relative ease with which the 
norms of work can be over-fulfilled becomes the all- 
important guide to the choice of occupation and job. 

Developments during and after the war accentuated 
the unfavourable trends of the earlier years. Despite 
the increase in productivity, both norms and _ basic 
wage rates in the Soviet Union have changed very little 
since before the war, whereas total industrial earnings 
per man employed have more than doubled. As a 
result, the share of basic wages in total earnings has 
declined on the average from about 75-80 percent before 
the war to no more than 50-60 per cent at ргезепи.108 

The maladjustments of the existing system would 
have been considerably smaller if procedures for 
norm-fixing and the norms themselves had been 
changed in accordance with technical progress. As 
it happened, the application of what are referred to as 
“technical norms” (i.e., norms of work arrived at 
after a thorough study of the technical and organiza- 
tional aspects involved) was relatively rare, irregular 
and unevenly distributed amongst industries.1° In 


193 In coal-mining, where basic rates represent on the average 
about 57 per cent of earnings, in some cases as much as 75 per 
cent of earnings come from rewards other than the basic wage. 


(Mr. N. M. Shvernik’s speech at the XXth Party Congress, 
Trud, 24 February 1956). 


1 The proportion of “ technically fixed ” norms (out of all 
norms) varies considerably from one trade to another. In 1956 
it was, for instance, 79 per cent in the paper and woodworking 
industry, 57 per cent in the chemical industries, 55 per cent in 
the automobile and tractor industry, 24 per cent in engineering 


and 20 per cent in tool and instrument making. (Kommuni 
No. 8, 1956). g. (Kommunist, 


TABLE 30 


Average percentage over-fulfilment of norms 
in industry ¢ 
Bul- Czecho- 


Industry branch Eastern Hun- 


gariab slovakia Germany gary ¢ Poland 
All industry 28 me 34 
Heavy industry . 24 43 25 -- 47а 
Light industry . 30 56 30 20 374 
Mining a Po, He she Aa 30-40 
Building and 
"construction . + 85 = с 824 
Engineering . . 40 81 46 40 100-120 
Motor vehicle 

andustry) с: oie 115е ike 60 105 


Sources : Bulgaria : Planovo Stopanstvo, No. 3, 1956. Czechoslovakia: 
Planované Hospodafstvi, No. 9, 1956, р. 669, Rudé Pravo, 29 September 1956. 
Eastern Germany: Statistische Praxis, No. 5, 1956. Hungary: Tdrsadalmi 
Szemle, No. 8-9, 1954. Poland ; Nowe Drogi, No. 6, 1953 and Zycie Gospo- 
darcze, No. 22, 1955. 


@ Unless otherwise stated, the data refer to socialized industry in one particular 


month in 1955 
Ь March 1956. 
с 1954. 

4 1952. 
е June 1956. 


most cases resort was made to “empirical” or 
“ statistical ” norms. These often tended to be based 
on outdated experience of average performance, and 
therefore to lag substantially behind actual standards 
of feasibility; hence the common experience of con- 
siderable over-fulfilment of norms.!° 


It is also thought that the multiplicity and com- 
plexity of the various premia and bonuses reduce their 
effectiveness.4! Some of them—especially those for 
economy of materials and cost reduction—are fre- 
quently either so small that they only add to the 
burden of wage computation, or so large that they 
exceed the amount of savings та4е.11? 


The principal features of the Soviet wage system 
are characteristic of all eastern European countries. 
About 70-75 per cent of workers are paid on a piece- 
rate basis and, as shown in Table 30, a substantial 
over-fulfilment of norms is common, indicating the 
low share of basic wages in total earnings. Polish 
coal mines are a striking example of how the present 
system prevents the basic-rate scales from exercising 
their differentiating function. In spite of the clear 
need to encourage recruitment, the average earnings 


110 In engineering, for instance, norms are on the average 
over-fulfilled by 60-80 per cent; in the chemical industry by 
more than 40 per cent; and in metallurgy by 35 per cent. 
Voprosy Ekonomiki, No. 8, 1955. 

111 There are, for instance, 17 types of premia in non-ferrous 
metallurgy and ten in the footwear industry. 

112 In the factory “Kauchuk”, 60,000 roubles were saved in 1953 
by economizing on raw materials, whereas the premia for cost 
reduction amounted to 2 million roubles. 


Chapter I — Page 37 


of miners (per 8-hour day) are on the same level as 
those prevailing in engineering and building, owing 
to the relative ease of norm fulfilment in these two 
trades. 


The spread of basic rates appears to be particularly 
narrow in Czechoslovakia and eastern Germany. 
In the Czechoslovak building industry, for instance, 
the ratio of the basic rate of the lowest (first) to the 
highest (eighth) grade was 1:2.03 in 1955, but the 
effective gap was much narrower, because over- 
grading was frequently used as a means of competitive 
bidding for scarce manpower. Thus, there appeared 
to be no workers in the first grade and only 0.4 per cent 
of all workers were in the second grade. As a result, 
nearly 98 per cent of all building workers were in the 
third to sixth grades—and within these grades the 
ratio of lowest to highest rates of basic wage is only 
1: 1.35. This is a narrow gap in comparison with 
the widely varying incidence of norm over-fulfilment 
and the result is that average hourly earnings are 
greater in the lower than in the higher grades.143 One 
of the reasons for such abnormal situations is that 
manual unskilled work usually provides more scope 
for over-fulfilment of norms than does a skilled 
mechanized occupation where the speed of work is 
largely dictated by the machine. 


Thus, the absence of uniform criteria for norm- 
fixing prevents the due recognition of skill, with the 
result that many skilled workers prefer to take up 
non-skilled occupations. For Hungarian industry, as 
a whole, it was estimated that in 1954 as many as 30 per 
cent of skilled workers were employed outside their 
specialized trade. Moreover, having achieved some 
proficiency in a particular job, the worker is reluctant 
to switch to another, even if the change involves his 
up-grading, for fear of loss of income during the 
unforeseeable period of time before he can over-fulfil 
the norm. The result 13а certain lack of labour 
mobility and difficulties in recruitment to some high- 
priority industries. For instance, new entrants in 
Polish coal mines may be attracted by high average 
earnings, but they soon find out that the basic rates 
are low whilst the over-fulfilment of norms is attainable 
only after a long period of training.™* 


из Аз reported by Rudé Prdvo, in July 1955 the averages were 
kés. 7.01 in the fifth grade, 6.85 in the sixth grade and 6.78 in the 
eighth grade. Unjustifiable over-grading is also seen, for 
instance, in the textile industry in eastern Germany, where 
90 per cent of all male workers are classified in the upper fifth 
to eighth grades, and only about one per cent in the first two. 

In Hungary, highly skilled (eighth grade) turret lathe operators 
earned in August 1956 an average of 1,115 forints on the basis 
of “technical” norms, while in the same workshop a semi- 
skilled welder earned about 1,700 to 1,800 forints after three 
months’ training, because, on the basis of an “empirical ” 
norm, he was able to reach a performance as high as 180-200 
per cent. (Szabad Nép, 12 August 1956). 


114 Gospodarka Planowa, No. 6, 1956, 
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The New Wage Policy 


In the Soviet Union, a State Committee for Wage 
and Labour Problems was set up in mid-1955 with the 
task of drastically revising the wage system. The main 
features of the reform, as summarized at the XXth 
Party Congress,!° seem to be as follows: basic wage 
rates are to be raised to ensure that the bulk of earnings 
derives from them; secondly, the pattern of relative 
wages as between industries and geographical regions 
is to be adjusted, and differentials for skill and quali- 
fications are to be brought up to date; thirdly, the 
system of premia is to be simplified so that it can be 
easily understood by the worker. In the course of 1956, 
experiments on these lines began in a number of enter- 
prises, especially in engineering.1® 

Among the eastern European countries, criticism 
of the defects of the present wage system and deter- 
mination to correct its weaknesses are most in evidence 
in Czechoslovakia, Poland and Rumania. In Czecho- 
slovakia, Mr. Siroky stated in the Party conference in 
June 1956 that the wage system would have to be 
substantially improved during the Second Five-year 
Plan. Partial, but apparently still unsatisfactory 
improvements have already been introduced in some 
sectors, particularly in the building industry.” In 
Rumania a comprehensive reform, to be introduced 
in 1957 after a preliminary period of experimentation, 
envisages an increase in basic wage rates by 36 per 
cent on the average. At the same time, average earn- 
ings are planned to increase by no more than 15 per 
cent, so that the share of basic wages will go up. In 
Poland, hopes are attached to the effects of decentral- 
ization, and various schemes are being discussed aiming 
at reconciling the need for a national wage policy with 
the desirability of giving more elasticity to the system 
at the enterprise level. It has been suggested, for 
instance, that the two purposes might be met by 
prescribing for an enterprise, or for a group of enter- 
prises, upper limits of the wage fund and lower limits 
of the volume of employment. Within these limits the 
levels of average wages and of employment, as well 
as the manipulation of premia and bonuses, could be 


115 See the speech delivered by Mr. Shvernik, Joc. cit. 


46 For instance, in the Moscow ball-bearings factory, the 
composition of earnings is being changed as follows: 


Percentages of total earnings 


Source of earnings Piece workers Time-workers 


At present New plan At present New plan 


Basicurate, We say kee 1 47.5 72.0 68.7 83.0 
Over-fulfilment of norms . 40.2 15.5 — — 
Premia ee и, kt — — 22.1 8.3 
Progressive rates : 2.2 ПЕ — — 
Other supplements. .. . 10.1 11.4 9.2 8.7 

Total earnings .. . 100.0 100.0 100.0 100.0 


7 The spread of basic rates was recently increased from 
12.0305 2.51: 


left to the discretion of the management of individual 
establishments. 

Both in eastern Europe and in the Soviet Union, the 
revision of the wage system is likely to prove a difficult 
and delicate task. For one thing, the various adjust- 
ments—the increase of basic rates, the widening of 
their spread, the revision of premium and bonus 
systems, and the elimination of steeply progressive 
piece-rates—need to be carried out in one comprehen- 
sive operation. Moreover, the new system needs to be 
universally applied in order to avoid haphazard 
differences in levels of earnings. 


A further difficulty arises from the fact that a major 
adjustment of relative wages, such as that now con- 
templated, necessarily involves an actual cut in money 
earnings for a number of hitherto overpaid workers. 
This difficulty can be circumvented, or at least attenu- 
ated, if the total wage fund is allowed to increase 
during the period when adjustments in relative wages 
are carried through. It may well be, therefore, that 
some of the countries of the region will for a certain 
period abstain from the usual policy of price reductions 
and instead distribute the increase in real wages through 
higher wages with unchanged ри!сез.118 It seems that 
the fact that no major price reduction has been decreed 
in the Soviet Union since April 1954 can be partly 
explained by the desire to leave room for some upward 
movement of total money earnings, which, without 
endangering monetary stability, could facilitate the 
adjustment of relative earnings. 


Effects on the Distribution of Income 


The effect of the envisaged reform on the spread of 
workers’ incomes is somewhat uncertain, since two 
opposite tendencies are present. On the one hand, the 
revision of skill differentials will result in a wider 
spread of basic wages. On the other hand, the elimi- 
nation of the very high incomes generated by the over- 
fulfilling of norms—together with the recently intro- 
duced minimum wages—will cut off the tail-ends of 
the distribution and thus reduce the spread of earnings. 
Finally, the reduction of earnings for overpaid workers 
in the unskilled and semi-skilled categories seems most 
likely to increase the variance of the distribution. 


The net result can be expected to be a lessening of 
the inequality of earnings. In fact, the whole reform 
may be described as an attempt to rationalize the 
Wages system in such a way that a better incentive 
effect can be gained on the basis of a more equitable 
distribution of workers’ incomes. 


"8 The resolution of the УПИ Plenary Session of the Polish 
United Workers’ Party declared it inadmissible to introduce 
modifications which would result in any lowering of earnings 
(Nowe Drogi, No. 7-8, 1956). In Rumania, as already mentioned, 
the revision of basic rates will be accompanied by a considerable 
increase in the total wage fund (15 per cent in the course of 1957). 
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7. DECENTRALIZATION OF PLANNING AND MANAGEMENT IN EASTERN EUROPE AND THE SOviET UNION 


In 1956, a number of important changes in the 
methods of planning and economic administration 
were introduced in the Soviet Union, as well as in 
some of the eastern European countries. All these 
reforms were in the direction of simplification and 
decentralization. 


In the Soviet Union this was the continuation of a 
trend which had been apparent since 1954. In eastern 
Europe, it was rather the reversal of a previous trend 
towards a higher degree of centralization with in- 
creasing powers to the central administrative bodies 
and a corresponding limitation of the scope for eco- 
nomic decision-taking by local authorities and at the 
enterprise level. This trend towards excessive cen- 
tralization was closely connected with the growing 
strain put on the eastern European economies in the 
period from 1950 to 1953. The rigid execution of 
ambitious investment plans created tensions and distor- 
tions which again called for an extension of the system 
of centralized and detailed direction of production 
processes and trade flows. The attempts to streng- 
then the central direction were often frustrated, 
however, by the centrifugal tendencies arising in an 
economy under great гаш. 


Three different though closely interrelated moves 
can be distinguished. First, the structure of the central 
machinery for economic planning and administration 
has been changed; secondly, more freedom of action 
has been given to local government bodies; and 
thirdly, the autonomy of the individual enterprise 
has been increased. The tendency to place more 
responsibility on the enterprise gave rise to new 
problems of workers’ participation in management, 
through workers’ councils or trade unions. 


Reorganization of the Central Planning Administration 


The reform of the systems of central planning began 
in the Soviet Union in the middle of 1955 and was 
followed by similar measures in some eastern European 
countries in 1956. Broadly speaking, the reforms 
involved a limitation of the executive functions of the 
central planning authorities, with the aim of enabling 
them to devote more attention to economic planning 
proper, especially long-term planning which was 
considered to have been neglected in the past. 


119 “ Jt is often said that ‘excess centralization’ was the prin- 
cipal fault in the methods applied so far. In reality, however, 
... Ще central decisions have not at all been effective. ... It was 
not some type of ‘excess centralization’ that became effective 
in management by the State, but the opposite: many elements 
of anarchy appeared. ...” (Gy. Péter, Chairman of the Hunga- 
rian State Commission for Industrial Organization, Népszabad- 
sdg, 7 February 1957.) 


The Soviet reform of May 1955 limited the functions 
of the planning authorities to the laying down of a 
restricted number of aggregate targets for basic items. 
The more detailed elaboration of the plan was given 
over to the respective ministries, either for the Union 
as a whole or for the individual republics. The State 
Planning Commission (Gosplan) was reorganized, 
and its task was confined to long-term planning, while 
current planning was entrusted to a new body, the 
State Economic Commission (Gosekonomkomissia). 


Czechoslovakia followed the example of the Soviet 
Union, both in stressing the role of the Central Plan- 
ning Office as an organ mainly for over-all planning 
and in handing over executive functions to ministries 
and national councils. The Polish reform went 
considerably farther in this direction. The Planning 
Commission, which had developed into a huge super- 
ministry for economic affairs, has now been divested 
of its quasi-legislative powers and managerial functions 
and forbidden to interfere with the current work of 
ministries. It has become a specialized agency at the 
disposal of the Council of Ministers, entrusted with 
the task of preparing over-all plans in co-operation 
with scientific institutions, ministries and economic 
agencies.1?° In eastern Germany, the organizational 
structure of the Planning Commission was modified 
in the same way as in the Soviet Union. 


The changes in the administrative structure have 
been accompanied by a considerable simplification 
of the planning ргоседиге.121 The number of commo- 
dities for which specific targets are laid down by the 
central planning authorities has been reduced, as well 
as the number of commodities subject to allocation 
schemes, as can be seen below: 


1955 1956 1957 
Eastern Germany : 
Specified production targets . . 950 810 440 
Poland : 
Specified production targets... .. 1 406 768 
Commodities subject to 
allocation Ghai а... Ee me 1411 1150 
Technicalucociicientsym ean в: is 587 230 


120 More recently, similar directives were issued in the Soviet 
Union. The February 1957 Plenum of the Central Committee 
of the Party stated in its resolution: 

“The Gosekonomkomissia must not duplicate the work 
of Gosplan and other organizations, and must not interfere in 
the functions of administration; its duty, in addition to current 
planning, is to co-ordinate the efforts of administrations in 
economic areas to fulfil their annual plans.” (Pravda, 16 
February 1957.) 

121 One of the advantages of this simplification has been the 
earlier appearance of the annual plan. In the Soviet Union 
the enterprise plans for 1954 were only established during the 
second quarter of that year. In contrast, the 1956 Plan was 
sent to enterprises before the beginning of the year. Criticism 
(Continued on next page) 
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Concurrently with these measures of simplification, 
the staff of the central economic administrations was 
reduced very considerably. For instance, the staff 
of the Polish Planning Commission was reduced from 
1,800 to 900 persons, and in Czechoslovakia the staff 
of ministries and their subordinate organs was reduced 
by nearly 13,000, of which 3,800 in the ministries.1?? 
The diminution of the in- and out-flow of plans and 
reports has also permitted staff reductions at the 
enterprise level : a cut of 200,000—saving 1.7 billion 
roubles in salaries—was made in the Soviet Union in 
То 


Decentralization т the Soviet Union 


In the Soviet Union, parallel to the changes in 
planning and administration at the central government 
level, there has been a trend towards devolution of 
authority and initiative in economic matters from 
the all-Union government to the governments of the 
constituent republics. This reform began in 1954 and 
was extended considerably in 1956. In May of last 
year all enterprises in river and motor transport and 
most of the enterprises belonging to food and other 
light industries, as well as enterprises in the building 
material industries, were transferred from all-Union 
to Republican ministries. Only some key industries 
in these sectors were kept under all-Union adminis- 
tration.1*4 As a result, the percentage of total output 
produced by enterprises under all-Union control 
declined considerably, as shown below: 


Percentage 
Пома eee Se es. ee 69 
Она te ee / 
955: несу ЗИ от 53 
бе ео 45 
ТО Ра а 41 


Moreover, the responsibilities of the Council, of 
Ministers of the individual republics have been 
extended, most recently consequent upon the De- 
cember 1956 and February 1957 decisions of the 
Party Central Committee. The targets in the Central 
Plan (1.е., that ratified by the Council of Ministers 
of the USSR) cover only the correlations between 
producing sectors, between the State and the collective 
farms, between purchasing power and retail and other 


is still made that plans are frequently changed—the Minsk 
motor-works had its 1956 Plan changed fifteen times during 
the year, and the Azerbaidzhan Oil Ministry altered the plan 
for its refineries eighteen times during 1956. 


122 Rudé Prdavo, 23 December 1956. 


123 Pravda, 8 February 1957. In 1954 and 1955 a reduction of 
750,000 was made in the administrative staff, at both govern- 
mental and enterprise levels (saving 7.2 billion roubles) as a 
result of these and other rationalization measures. 


124 Among the industries which remain under all-Union control 


are cement, paper, synthetic fibres, leather, machinery for light 
industries and medical appliances. 


consumer supplies, and between consumption and 
saving. The Councils of Ministers of the Union 
Republics perform the remainder of the programming, 
both in preparing the draft plans for central correlation 
and in confirming the operating targets set on the basis 
of the global development plan. Moreover, small- 
scale local industry is now wholly omitted from this 
planning process and, for the first time, the 1957 
Plan specifically left out of account production of 
coal, timber etc. by locally administered industry. 
The republican governments now receive an over-all 
quota for non-productive investment (e.g., public 
health, education, housing) and decide freely its distri- 
bution by individual projects, and they have limited 
powers of choice over investment in republican- 
administered industry. As a result of these measures 
the share of total capital investment controlled by the 
republics rose from 24.4 per cent in 1955 to 32 per cent 
in 1956.4 


The process of devolution is also to be extended 
to local government bodies at a lower level. The 
December decision required that local soviets should 
play a more active part in planning for regions, towns 
and districts, and take more interest in local and co- 
operative industry, housing and road construction. 
The February decision called for the creation of plan- 
ning bodies in each economic region and for greater 
economic co-ordination within the various regions.}*° 


The Role of Local Government in Eastern Europe 


The extension of the autonomy of the Soviet 
republics in economic matters has inspired a similar 
move in Czechoslovakia. In July 1956, the National 
Assembly granted new powers to the Slovak National 
Council, to the Government of Slovakia—the Board 
of Commissioners—and to the individual commis- 
sioners. The National Council acquired the right to 
approve economic plans and budgets for Slovakia 
within the over-all limits set by the central government, 
and to nominate members of the Board of Commis- 
sioners, a prerogative which had hitherto belonged 
to the central government. The Board now controls 
economic activity in Slovakia with a few exceptions 


ie For other indicators of the increasing financial respon- 
sibilities of republican governments between 1951 and 1956 
(Plan) see the Survey for 1955, p. 215. 


128 The February 1957 decisions of the Central Committee 
complain that “ departmentalism in the management of industry 
and construction weakens or breaks the normal territorial 
contacts between enterprises in different branches of industry 
located in the same economic area. It often makes it impossible 
to solve economic problems on the spot, to utilize in the most 
efficient way available material, labour and financial resources, 
and to take efficient measures for eliminating the shortcomings 
revealed in the course of the fulfilment of state plans.” It was 
also pointed out that, as a result of excessive centralization, 
production capacities of enterprises were not fully used and much 
wasteful transport took place. (Pravda, 6 February 1957.) 


=. 


such as railway transport and enterprises in the 
engineering and metal-producing industries, which 
remain under the direct control of the central govern- 
ment. 


More generally, there is a recent tendency in most 
countries of eastern Europe to give more responsibility 
to local government, at the provincial or municipal 
level, especially in matters concerning local industries, 
handicrafts, transport, trade and agriculture. The 
prospects for widening of local administration and 
self-government depend of course to a large extent 
on the availability of competent personnel. In this 
respect, the situation differs in the various eastern 
European countries, depending upon differences in 
traditions of local government. 


Increased Autonomy for Enterprises 


It was seen that the reforms of the central economic 
administrations embrace two distinct moves. On 
the one hand, the distribution of tasks between the 
planning offices or commissions and the responsible 
ministries has been changed and, on the other hand, 
there has been a more or less pronounced tendency 
towards planning in less detail. The latter trend is 
necessarily accompanied by an extension of the 
autonomy to be given to the individual enterprises. 


The first important step in this direction was taken 
in the Soviet Union. In August 1955, the Council of 
Ministers issued a decree on the extension of the rights 
of directors of enterprises. This was followed a year 
later by Poland, Czechoslovakia and, in varying 
degrees, by other eastern European countries. 


In the Soviet Union, Poland and Czechoslovakia, 
enterprises are now allowed to prepare their own 
technical, industrial and financial plans within the 
yearly or quarterly plan quotas set for each enterprise 
by the appropriate ministry. Enterprises now have 
more freedom to prepare and change their delivery 
plans—equally within the framework of the fixed 
quotas—and they are allowed to modify technological 
processes. Moreover, they can fix prices for commod- 
ities of minor importance which do not appear in the 
official price lists, and accept orders for production 
not foreseen in the plans, provided that this does not 
interfere with the execution of the plan targets. 


In the field of investment the enterprise continues 
to be under the strict control of monthly or quarterly 
orders received from the authorities, although it has a 
somewhat greater scope for undertaking capital 
repairs without authorization in each case, and the 
amortization fund of an enterprise may be used not 
only for repairs but also for the modernization of 
existing equipment and for the purchase of new 
machinery if this is more economical than repair. 
Moreover, the enterprise is encouraged to purchase 
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building materials produced by local and co-operative 
undertakings, rather than to apply for deliveries from 
central stocks. 


Enterprises have also been given a wider margin 
in matters of internal organization. Directors can 
appoint heads of departments and decide upon the 
merging of departments and the setting up of new 
ones. They can lay down certain labour norms which 
have not been defined by the higher authorities, grant 
bonuses and extra payments for special tasks, and 
alter upwards or downwards numbers of specialist 
staff, all within the framework of the general wage 
scales and payroll allocations. 


With regard to the composition of output, it seems 
that the Soviet enterprise has more freedom of action 
than has so far been given to Polish or Czechoslovak 
enterprises. A clear distinction is made between those 
goods the output of which is planned centrally—and 
the number of which tends to decrease—and, on the 
other hand, goods for which the enterprise can change 
its “assortment plan” by direct agreement with the 
customers—i.e., in the case of consumer goods, the 
state trading agency and, in the case of other goods, 
the receiving administration—without prior authoriza- 
tion from the supervising ministry. This devolution 
is much more advanced for consumers’ than produ- 
cers’ goods, and there is—at least in the Soviet 
Union—a clear tendency to provide for a more direct 
transmittal of the consumer’s wishes, through the 
trade organization, to the producer. For capital 
equipment, on the other hand, the enterprise cannot 
on its own initiative deviate from the original pro- 
duction plan. 


As regards sales, no major changes seem to have 
taken place. The producing enterprise continues, as a 
general rule, to dispose of its output by central 
prescription, but in the Soviet Union direct negotia- 
tions between enterprises tend to have a bigger part 
than previously in the execution of the supply plans. 
In Poland, the system has also been modified slightly. 
An enterprise is now free to sell its output to a state, 
co-operative or private enterprise, if the trading 
corporation to which it would normally be sold has 
proved unwilling or unable to buy it within a period 
of two weeks. The same applies to sales of unused or 
unnecessary machinery and equipment if the supervis- 
ing body does not issue the appropriate instructions 
within a time limit of two-months. 


It is difficult to judge the true economic significance 
of these various changes in the authority of the man- 
agement of an enterprise, especially since there is no 
reason to think that the new pattern has finally been 
established. It is felt in all the countries that the 
system of central planning and detailed supervision 
of economic activities had been carried to a point 
where little room was left for individual initiative by 
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the manager.!2”?. But while this is generally agreed, 
governments appear to take a cautious and empirical 
view of how far the process of decentralization and 
simplification has to be carried, and they clearly 
prefer to proceed step by step, feeling their way 
towards a new balance between central direction and 
decision-taking at the enterprise level. 

It is therefore possible that further piecemeal reforms 
will be introduced, tending to increase the flexibility 
in management and to avoid involving the adminis- 
trative machinery in a too complex system of de- 
tailed prescriptions. Such further reforms, varying 
from country to country and from branch to branch, 
may well give enterprises a wider choice with regard 
to production patterns, sales and purchases, and 
possibly also price formation. However, two major 
controls are likely to continue to be applied to all 
enterprises above a minimum size: investment deci- 
sions—apart from minor ones—are likely to continue 
to be subject to central approval, as well as the total 
wage payments of enterprises. These two levers of 
control will probably be considered as the minimum 
requirements for directing the economy according to 
an over-all plan and for preserving the general balance 
of supply and demand. 


The Role of Trade Associations 


As mentioned, the reforms actually carried out in 
Poland do not go far beyond the reforms introduced 
in the Soviet Union and Czechoslovakia. But a very 
lively discussion of the future model of the economy 
has developed in Poland, and the general opinion 
seems to be that the changes introduced so far are 
only the beginning of a more thorough, but gradual, 
change in the system of planning and management. 


In this discussion it is generally taken for granted 
that the enterprise will finally have a more independent 
position than at present vis-d-vis the government 
agencies. Since most participants in the discussion 
also want to retain what may truly be described as a 
planned socialist economy, the question naturally 
arises of the need for intermediate organs which can 
serve as a link or coupling between relatively inde- 
pendent enterprises and the government. It has been 
suggested in Poland that trade associations or boards 
might take over this function of mediator. 


Such associations, directorates or boards in eastern 
European countries had become purely administra- 
tive bodies whose main function was to transmit 
orders from the government authorities to the indivi- 
dual enterprises. The future functions of these boards, 
as now envisaged in Poland, are to represent the 


127 The keynote of the present Soviet policy was sounded in 
the February 1957 Party decision: “The centre of gravity in 
the operative management of industry and construction must 
be shifted to the people on the spot.” (Pravda, 16 February 1957.) 


interests of the enterprises within a given industry 
rather than to pass down orders from above. Their 
function would essentially be advisory, to the govern- 
ment agencies as well as to the member enterprises. 
Being semi-public bodies, they would be able to serve 
as focal points for the reconciliation of the general 
interest as represented by the government and the 
particular interest as represented by the enterprise.’ 


What seems to be envisaged is to transform the 
now existing boards into trade associations more or 
less of the type existing in Yugoslavia, which again 
seems to have been modelled to some extent on the 
traditional Austrian system of semi-official industry 
and trade associations. These Yugoslav trade associa- 
tions cover all the industries within a given branch 
and serve as advisory bodies in case of controversy 
among the members; they undertake research and 
advise upon specialization and they also serve as 
intermediaries. in consultations with the Federal 
Planning Institute and other central authorities. 
In Poland, however, a more active role seems to be 
contemplated for the trade associations. This is a 
natural consequence of the difference in economic 
structure between Poland and Yugoslavia. After 
the thorough reform some years ago of the Yugoslav 
economic system, the enterprise was expected to be 
genuinely competing with other enterprises in its 
branch, and the tendency was therefore rather to restrict 
the role of trade associations, lest they become instru- 
ments for monopolistic arrangements. Although the 
discussion of the future economic set-up in Poland 
is in many ways inspired by the Yugoslav experience, 
it is generally not envisaged to introduce a competitive 
system on the Yugoslav model. Consequently, the 
associations are expected to be more actively concerned 
with the economic problems of the participating 
enterprises and to form the link, although mostly 
in an advisory capacity, between planning and plan 
execution. 


Workers’ Councils 


The common denominator of the institutional 
changes mentioned so far is the increasing reliance 
on initiative from below. Instead of an economic 
hierarchy with one-way lines of command, a movement 
has begun towards a more variegated pattern of deci- 
sion-taking. In accordance with this development, 
the question of workers’ participation in management 
has also come to the fore. 


By far the most important development took place 
in Poland. During the autumn of 1956, workers’ 
councils were created in the majority of industrial 


88 See speech by Mr. Lesz, Vice-Chairman of the former 
Planning Office in Poland, reported in Zycie Warszawy, 21 De- 
cember 1956. 


enterprises. This spontaneous movement was sub- 
sequently confirmed by a law on workers’ councils, 
voted in November 1956. This law was prepared 
hastily, as a guide for the hitherto uncodrdinated 
initiatives of the workers, and many questions concern- 
ing the role of the councils, in relation to the manage- 
ment and to superior economic bodies, were left 
undecided or vague. 

The law states that workers’ councils, elected by 
all employees of a firm, shall administer the enter- 
prise, which nevertheless remains the property of the 
State. The director is appointed by the State autho- 
rities after agreement with the council; he is answer- 
able both to the authorities and to the council; and 
he has to direct the enterprise in accordance with the 
plan, the resolutions of the council and orders from a 
superior state authority. In case of conflict between 
the director and the council, the final decision rests 
with the minister. 

If, as already mentioned, the devolution of authority 
to the enterprise director raises questions of inter- 
mediate organs between enterprise and government, 
even more important questions of co-ordination of 
efforts and reconciliation of interests arise if self- 
government by workers’ councils at the enterprise 
level is to become a reality within the framework of 
a planned economy. This problem has already pre- 
sented itself in Poland.!*° One suggestion—obviously 
inspired by Yugoslav experience—under discussion 
in Poland is to create so-called producers’ councils, 
which, to begin with, would link the existing central 
industrial boards and the enterprises and eventually 
replace the boards. 

It is too early to judge what will be the economic 
functions of workers’ councils in Hungary. In eastern 
Germany, an ad hoc conference was convened on 
6 to 8 December 1956 to deal with the question of 
workers’ councils. It seems to be the intention to 
allow the creation of such councils, but their compe- 
tence would be far more limited than in Poland. 
They would mainly take over some tasks hitherto 
incumbent on the trade unions, such as the formula- 
tion of suggestions for the improvement of pro- 
ductivity. The councils are to be elected from lists 
prepared by the trade unions—lists which, however, 
would comprise more candidates than are to be elected. 

In the Soviet Union and Czechoslovakia, increased 
participation by the workers is sought through an 
activization of trade unions. The Soviet Party decision 
of December 1956 called on trade unions to take a 
more active part in the working out and implementa- 
tion of production and financial plans of the enter- 
prises and in settling questions of wage rates, safety 


129 “ Co-operation between enterprises and Central Industrial 
Boards and Ministries has deteriorated and may possibly f urther 
worsen as Workers’ Councils increasingly use their rights.” 
(Zycie Warszawy, 13 February 1957.) 
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measures and housing for workers. It also recom- 
mended the convocation of monthly meetings of all 
workers to discuss the production problems of the 
enterprise. Similarly, Czechoslovak trade unions were 
exhorted to take a more active part in the preparation 
of production plans and in the control of their execu- 
tion, and the directors of enterprises were invited to 
consult with trade unions before taking decisions 
which are not prescribed by the plan.1% 


The “ Experimenting Enterprise” in Poland 


It has already been pointed out that the reforms in 
the direction of decentralization and simplification 
bear the mark of cautious experimentation towards 
a new pattern. This is especially true of Poland. On 
the one hand, there is a widespread opinion—as 
reflected in a lively public discussion—that rather 
thorough-going changes in the working of the economy 
are called for, but on the other hand, it is stressed that 
the task of developing a new “ model” for a socialist 
economy, adapted to Polish conditions at the present 
stage of development, is a matter of practice rather 
than of theory. There is also an understandable 
hesitation to embark upon sweeping reforms at a 
time when the economy is under great strain and 
major institutional changes might entail temporary 
losses in output. 


When it has become clear that the hitherto existing 
system is in need of reform and while the future 
pattern is still not clear, the logical procedure is that 
of the controlled experiment. This attitude has 
received official confirmation in Poland through the 
institution of the “experimenting enterprise”. A 
special commission was created with the task of 
studying the many suggestions for improvement in 
management which were coming forth, especially 
from the workers’ councils. If a suggestion appears 
to be worth while, but would involve changes beyond 
the competence of the minister concerned, the enter- 
prise may, with the consent of the Prime Minister’s 
office, be given the status of an “ experimenting 
firm”. The experiment may comprise the methods of 
fixing prices, the organization of supplies and sales, 
rates of interest on fixed and circulating capital, the 
planning of production, the use of amortization 
funds and the fixing of wages and premia, etc. Once 
an enterprise is given the status of “ experimenting 
firm ” it is exempt from the existing financial regula- 
tions to the extent necessary for carrying out the 
experiment. To avoid a profusion of such enterprises, 
their number may not normally exceed five per cent 
of the total number of enterprises under a given 
ministry. 


130 See speech by the Prime Minister, Mr. Siroky, at the 
Conference of Representatives of National Committees, Rudé 
Ргауо, 23 December 1956. 
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Chapter П 


THE LONG-TERM PLANS ОЕ EASTERN EUROPE 
AND THE SOVIET UNION, 1956 TO 1960 


1. THE STATUS OF THE PLANS 


In the earlier post-war years, the periods for which 
long-term plans were established in eastern European 
countries differed as regards both the starting year 
and the number of years covered. At a later stage, it 
was agreed to synchronize the planning periods so 
that in all the eastern European countries except 
Bulgaria a new planning period of five years would 
begin on | January 1956.1 Thus the plan periods were 
made to coincide with that of the Sixth Five-year Plan 
of the Soviet Union. 


In the course of 1956, all the countries concerned, 
with the exception of Bulgaria, have published 
economic plans for the years 1956 to 1960, and the 
purpose of the present chapter is to give a comparative 
analysis of these plans. Such an analysis, however, 
encounters two serious difficulties. 


First, the published versions of the plans give only 
a limited number of key targets, and in some cases 
(the Soviet Union, Czechoslovakia, Rumania and 
eastern Germany) the published documents are in the 
nature of resolutions giving directives to the planning 
authorities. Thus, the amount of information avail- 
able precludes a full evaluation of the internal consis- 
tency of the targets and an examination of the under- 
lying assumptions. 

Second, and even more important, the plan texts 
were elaborated towards the end of 1955 or early in 
1956 and thus take no account of the changes in 
economic policy and in the general conditions for 
planning which have occurred since then. This is, of 
course, particularly important in the case of Poland 
and Hungary. The recent events in Hungary have in 
several ways changed the conditions for economic 
planning: reconstruction tasks have moved to the 
forefront for some time to come, and it is as yet not 
clear when a new long-term plan will be drawn up. In 
Poland, some modifications to the original plan 
outline were announced at the October Plenum of 
the Central Committee of the United Polish Workers’ 
Party, and these have been taken into account in the 


1 Bulgaria’s current plan expires at the end of 1957 and is 
to be followed by a Three-year Plan for the period 1958 to 1960. 


description which follows. It is possible, however, 
that more far-reaching changes in the plan will be 
decided by the newly elected Sejm. For eastern 
Germany, the preliminary version of the plan, pre- 
sented as draft directives to the Party Conference in 
March 1956, is the only published text; the Plan Law 
itself, with a far more complete and consolidated 
version of the plan, was to have been published by 
July 1956, but has not yet appeared. In the meantime, 
the conditions for eastern Germany’s foreign trade 
have changed in important respects, and it seems that 
in eastern Germany—as in Poland and other countries 
of the region—the more insistent claims for an early 
improvement in real wages will result in important 
modifications of the plan. Likewise, it has been 
announced in Czechoslovakia and Rumania that the 
plans for these countries will be revised forthwith, 
and in the latter country substantial changes appear 
to be contemplated. Finally, the Central Committee 
of the Communist Party of the USSR, at its meeting 
in December 1956, gave instructions for a revised 
version of the Sixth Five-year Plan to be submitted to 
the Supreme Soviet before July 1957. 


Thus, all seven plans here discussed are known to 
be subject to more or less important modifications. 
It is as yet uncertain to what extent the general trends 
of development foreseen a year ago remain unchanged 
and to what extent even the broad characteristics of 
the plans—such as rates of accumulation and of in- 
crease in national income, and the allocation of invest- 
ment resources among industries—are being modified. 


The main reason for the synchronization of plan 
periods was, of course, to enable the plans themselves 
to be co-ordinated, in particular with a view to 
developing trade among the countries of the region on 
the basis of a more correct evaluation of cost rela- 
tionships. These questions have been given growing 
attention in very recent years, and in the first half 
of 1956 a certain amount of preliminary work on 
determining lines of specialization to be assigned to 
the various countries appears to have been done 
within the framework of the Council for Mutual Econo- 
mic Assistance. At this first stage, the endeavours 
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were concentrated largely on the problem of specia- 
lization in the engineering industries. So far, how- 
ever, the resulting decisions are explicitly reflected 
only in the directives for the Czechoslovak plan which 
appeared in June 1956. Since the summer of 1956, 


activities to co-ordinate the plans appear to have been 
delayed or deferred, and this is probably among the 
reasons why, more than one year after the beginning 
of the plan period, final and complete plans have still 
not been published. 


2. THE OVER-ALL TARGETS FOR NATIONAL INCOME AND INVESTMENT 


The annual rates of growth of national income 
foreseen in the plans for 1956 to 1960 are shown in 
Table 1, together with those planned and actually 
achieved in the preceding plan period. 


It appears that in the preceding plan period the 
targets for total national income were reached, or 
nearly reached everywhere except in, Hungary 
and Albania. Hungary had by far the most ambitious 
target, but the actual rate of growth over the period 
was smaller than in any of the other countries.? This 
experience seems to have influenced the planning for 
the 1956-1960 period, for which Hungary shows the 
lowest rate of expansion. For the rest of the eastern 
European countries, the rates of increase in national 
income foreseen are very similar—ranging from 8 to 
9 per cent annually—and in every case the new target 


? For a discussion of planning and investment in Hungary 
from 1949 to 1954, see Economic Bulletin for Europe, Vol. 7, 
No. 2. 


is distinctly lower than both the planned and the 
actual increase in the preceding period. It is only 
natural that the extremely high rate of growth in past 
years should now be followed by somewhat more 
moderate increases; the possibilities of stepping up 
industrial production through a fuller utilization of 
industrial capacity are now less than they were a few 
years ago, and the rate of transfer of manpower from 
agriculture to industry is bound to slow down. 


The Soviet Plan is something of an exception, with 
a rate of increase as high as that planned, and only 
slightly lower than that actually achieved, in the 
1951-1955 period. This seems to be explained largely 
by a particularly ambitious target for agricultural 
output. 


The increase in income per head of population 
implied in the plans can be indicated only roughly, in 
the absence of population forecasts for most of the 
countries. The figures below show nearly the same 


TABLE 1 


National income and investment in eastern Europe and the Soviet Union 


NERA INCOME Gross FIXED ACCUMULATION AS A PERCENTAGE 
INVESTMENT OF NATIONAL INCOME 
Average annual 

Average annual percentage rate of growth percentage growth Annual Annual 
County ны Гог 1955 average 
: E preceding 1956 to 

peceng nin | | TRE "Belo tn vense | ba 

Plan Actual Plan Plan Actual 
Period ctua Plan 
(1) (2) (4) (5) (6) (7) (8) 


Albania Sas крек we 1951-55 15 11 9 

Czechoslovakia 1949-53 1 9% 8 22 
Eastern Germany 1951-55 10 10 8 ibe 
ОИЯИ og Soo Be 1950-54 18 8% 7 18 
Е ЗЕ 1950-55 13 11 8% 18 
Rumania = 0. 6. 1951-55 13 14 8% 25 


1951-55 


ео hte, 9 


Sources : See Appendix В. 


@ Calculated on the assumption that investment was intended to increase 
at a constant rate sufficient to give the total planned for the whole period 
of the plans. 


Ь The percentage increment from the period 1951-55 to the period 1956-60, 
expressed as an annual rate. 


С The percentages of accumulation under the previous and the current five- 
year plans are not fully comparable because of the impact of price changes, 
The comparability between 1955 and the current plan period is, however, 
of _Small importance because investments have been mostly calculated at 
prices valid in 1955, except in Poland where they have been calculated at 
1 July 1956 prices. 


ranking as those for total income, except that the 
eastern German target appears to be as high in terms 
of income per head as that for the Soviet Union: 


Planned Average Annual Increases in National Income 


per Head 

Percentages 
SOVICtHUMION о 8 
Basten Germany =... . 8 
Rumaniagy и. > 7% 
Czechoslovakia ^^’. 7 
Ро. 7 
ЕО У о 9 6% 
Аа... 6 


The Plans for Investment 


The average annual rate of increase in investment 
foreseen in the plans is in most countries of eastern 
Europe considerably higher than the rise in national 
income (see columns 3 and 4 of Table 1), which 
implies a general intention to raise the share of 
income devoted to investment to a higher level than 
that reached in 1955. But this is perhaps a somewhat 
misleading comparison, for in that year investment in 
several of the countries was exceptionally low com- 
pared with national income. If instead one considers 
the average percentage increase in investment between 
the two plan periods, expressed as an annual rate 
(col. 5 of Table 1), it appears that investment is 
planned to grow at roughly the same rate as income 
in Czechoslovakia, Rumania and the Soviet Union, 
while a fall in the share of investment is foreseen in 
Hungary and Albania, and to some extent in Poland. 
By contrast, investment in eastern Germany was 
planned to increase at a much faster rate than income. 


Roughly the same picture emerges from the last 
three columns of the table, where the burden of 
investment implied in the plans is expressed as the 
share of national income devoted to accumulation— 
i.e., broadly speaking, net fixed investment plus 
increase in stocks. It will be noted that only in two of 
the countries, the Soviet Union and Rumania, do the 
plans imply that accumulation will continue at the 
level of around 25 per cent of national income, which 
in eastern Europe and the Soviet Union is sometimes 
regarded as a generally desirable target, and which 
was reported to have been achieved in all the countries 
except eastern Germany over the preceding plan 
period as a whole, though with considerable fluctua- 
tions from year to year. 


The Investment Target in Eastern Germany 


The exceptionally low rate of investment in eastern 
Germany during the period 1951 to 1955 was due 
largely to the heavy burden of occupation costs and 
other commitments for external payments; but diffi- 
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culties in developing the building and building materials 
sectors were also partly responsible. In spite of a low 
rate of investment, national income expanded at the 
handsome average rate of 10 per cent per annum 
thanks to the considerable opportunities which 
existed at the start of the period for expanding output 
by increasing the utilisation of existing capacity.® 


The original version of the plan for 1956 to 1960— 
which, as has been mentioned, will now be modified— 
laid down the very ambitious target of raising the share 
of accumulation in national income to something like 
21 per cent by 1960. This implied nearly a doubling 
of the 1955 volume of accumulation. 


One favourable circumstance, which may make it 
easier to raise investment, is the economic agreement 
concluded with the Soviet Union in the middle of 1956 
(some months after the Plan had been drawn up). The 
agreement will relieve eastern Germany’s external 
burden by an amount of slightly more than one 
billion DM in each of the years 1957 to 1960, which 
corresponds to roughly one-fifth of the difference 
between the annual volume of gross investment as 
originally planned for the current five-year period 
and actual investment in the preceding quinquennium.* 
This will be of direct help in raising investment, since 
the change in end-use from exports to domestic 
investment can take place in the main without sub- 
stantial changes in the allocation of production factors 
within industry: most of the increment of investment 
is to be machinery and other equipment which can be 
readily available in eastern Germany once export 
obligations are reduced. 


It is already clear, however, that the investment 
target will be very much smaller in the final version 
of the plan. The main difficulty in increasing invest- 
ment in eastern Germany stems from the demands 
it will make on the building industry, where output 
was planned to rise by no less than 55 per cent from 
one five-year period to the next. This would have 
required not only a much improved supply of building 
materials, but also a very considerable increase in 
manpower in the building industry. It is hard to 
see how this could be achieved in view of the fact 
that the total supply of manpower can be expected, 
at best, to remain unchanged, while the fluidity of the 
labour force is bound to be much reduced in the 


8 For further discussion, see “ Structural Adaptations in 
Eastern and Western Germany ”, Economic Bulletin for Europe, 
vol. 8, No. 3 

4 The East German-Soviet economic negotiations in December 
1956 seem to have been concerned mainly with a possible 
medium-term emergency loan and with the expansion of trade 
between the two countries. The simultaneous drastic cut in 
the eastern German investment plan for 1957—from about 
10.5 billion to about 6.5 billion DM—appears to indicate the 
intention of utilizing any further assistance from abroad entirely 
for raising consumption. 
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TABLE 2 


Shares of agriculture, industry and housing in total gross fixed investment and total employment 


Percentages 


INDUSTRY 


AGRICULTURE HOvusING 


ae of Share of total gross ete Share of total gross ght total gross 
vor i ; investment xed investment 
Country population fixed investment population fixed investmen 
1951-55 1956-60 1951-55 1956-60 1951-55 1956-60 
1955 Actual Plan 1955 Actual Plan Actual Plan 
Albania tes he meee Ц = 48% 44 80 * 16 18 10 11% 
Czechoslovakia : 31 52 4 be, 32 84 124 4 
Eastern Germany .. . 34 37 46 21% 8 2 14 13% 
Hungary и eee ee 20% 47 44 44 16 18 6% 10 
Poland arte ese: 20 Sy 48% 55% 8 12 10% 14% 
шлама 62% 58% ; 10% 12% 4 5% 
WSS Rg oa na 20% 476 49b 42 17 18 15 15 
Source : See Appendix В. industry is included in the figures for industrial investment, but nct in those 
E 3 for employment. 
Note. — Investment only by the state in Albania, Czechoslovakia and 


Rumania. Total gross fixed investment (including private investment) in 
eastern Germany and Hungary. Investment by the state and collective (co- 
operative) farms in Poland and the Soviet Union. Building and construction 


coming years when the small generations born during 
the war will be reaching working age. 


The Allocation of Investment 


According to the plans as originally published, each 
of the countries will continue to devote a very high 
share of investment to industry, although a fall in the 
proportion—as compared with the previous period— 
is planned in Albania, Hungary, Poland and Rumania 
(see Table 2). The Soviet plan, however, foresaw—at 
least in its first version—a slight relative increase 
from 47 to 49 per cent of total state investment. This 
is an extraordinarily large share (being something like 
half as much again as the share that can be regarded 
as typical of western European countries), and since 
the share of investment devoted to the development 
of Soviet agriculture and transport is not particularly 
low, rather less than one-quarter of the total remains 
for investment in services, housing and other social 
capital (i.e., about half to two-thirds of the proportion 
usually devoted to these sectors in western Europe). 


The relative decline in industrial investment in most 
eastern European countries has its counterpart in the 
higher shares given to agriculture and housing. The 
planned increase in agricultural investment is consi- 
derable, both in absolute terms and in relation to the 
rise in investment in other sectors. In most cases, 
investment in agriculture is to take 12 per cent of the 
total, or even more in countries for which the figures 
quoted do not include private investment.® This is 


5 See footnote to Table 2. 


@ 1948-55. 
Ь Not including investment in dwellings by industrial enterprises. 


roughly the same share as that most often found in 
western European countries. But the level still seems 
to be fairly low, given the relative backwardness of 
agriculture in several of the eastern European coun- 
tries and the large share of the total population 
occupied in the sector (Table 2). Although there is 
no reason to suppose that it would be either normal 
or desirable for agriculture to receive a share of invest- 
ment corresponding to its share of the working 
population, the very wide gap between these two 
figures suggests that agriculture, or at least its private 
sector, still tends to be relatively short of investment 
funds, especially in those countries where the agri- 
cultural sector is largest. The Hungarian and Soviet 
plans are, however, exceptions, with agriculture ab- 
sorbing 18 per cent of total investment—a high 
proportion by any standard. 


Comparative Increases in Industrial Output, National 
Income and Real Wages 


As has already been mentioned, total income is 
expected to increase in all the countries of eastern 
Europe at a lower rate than in the preceding period. 
The slackening of the expansion of industrial pro- 
duction alone is still more marked, and a substantial 
decline in the rate of growth is foreseen in every 
country, including the Soviet Union (see Table 3). 
In fact, the rate at which industrial output is expected 
to increase in the years up to 1960 is only moderately 
higher than the rate of increase foreseen for total 
national income. As compared with the preceding 
period, the rate of growth of industrial production 
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TABLE 3 


Increases in national income and industrial production, 1950 to 1955 and 1955 to 1960 
SSS se a a eee 


National income 


Industrial production 


Percentage increase 
over period 


Country 
1950 to 1955 to 
1955 1960 
Actual Plan 
Albanias, 292 2/4/60 
Czechoslovakia 


Eastern Germany 


Sources : See Appendix В. 


is expected to decline by 25 to 30 per cent in the 
Soviet Union and Czechoslovakia, and by as much 
as 40 to 50 per cent in the other countries. Even so, 
the planned increases in industrial production are 
remarkably high, ranging from 814 to 11 per cent 
a year. 


There are several factors which can help to explain 
the narrowing from one plan period to the next of the 
gap between growth rates for industry and for national 
income as a whole. First, it is reasonable to believe 
that in the past the total gross value of industrial pro- 
duction (on the basis of which production indices are 
calculated) has increased at a somewhat higher rate 
than net output, and that this upward bias will be 
smaller, or even negligible, in the period 1956 to 1960. 
Secondly, the increase in the size of the industrial 
sector naturally gives it an increasing weight in 
total national income. And, thirdly, agricultural 
output is everywhere expected to increase at a 
higher rate than that actually achieved between 1950 
and 1955. 


But these factors cannot altogether remove the 
impression that the increases in total national income 
in the period 1956 to 1960 as indicated in the plans are 
remarkably high in relation to the increases planned for 
industrial output. It seems that, taking the planned 
increase for industrial and agricultural output as given, 
the corresponding estimates of the growth of total 
national income may have some upward bias, pro- 
bably stemming from the fact that the products of 
agriculture—a large sector with a comparatively low 
increase in output—are under-valued in relation to 
industrial products. 


The impression that the growth of national income 
is somewhat over-estimated is practically confirmed 


Percentage increase 


Percentage over period Percentage 
decline decline 
in rate 1950 to 1955 to in rate 

of growth 1955 1960 of growth 


Actual Plan 


179 91 49 
70 50 29 


а Increase in rate of growth. 


by a comparison with the round estimates for the 
increase expected in real wages: 
Planned Percentage Increases 1955 to 1960 


Real income per head for 
Total national 


income а Wage Agricultura | 
earners earners 
Арага «one 53 25 38 
Czechoslovakia ..... 48 30 23 
Tungaryar eee eee 40 25 25 
Poland. и eae 50 30 30 
Rumania ee 50 30 ne 
Зое. 60 30 40 


а The figures are here presented as they are given in the plans—i.e., as percentage 
increases in total income expressed simply as round orders of magnitude. 
No attempt has been made by the secretariat to express the increases 
in terms of income per capita, since this might have lent to these estimates 
an impression of precision obviously not intended by the planning authorities. 


In each of the countries, with the possible exception 
of Poland, the gap between the growth rates for real 
wages and for total ational income seems to be wider 
than can be ехр.аше4 by an increase in the working 
population or by an increase in the share of national 
income devoted to accumulation.** It may be sugges- 
ted, therefore, in the absence of fuller information 
on how the planned increase in total national income 
is estimated, that the planning authorities themselves 
make some allowance for an upward bias in these 
figures when indicating the expected rise in real wages. 


If this is so, it follows that the growth rates for natio- 
nal income given in the plans are not fully comparable 
with corresponding figures as calculated in other 
countries. But even if growth rates of 8-8 per cent 
per annum should perhaps be reduced, for purposes 
of comparability with other countries, to, say, 6 per 
cent, this still indicates the expectation of a remarkably 
rapid rate of advance. 


за Мог is there any reason to think that public consumption 
(including defence expenditure) is planned to increase at a faster 
rate than personal consumption. 
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3. THE PLANS FOR AGRICULTURE IN EASTERN EUROPE 


The agricultural plans—at least in their published 
versions—are less specific than the plans for industry. 
In many countries the plans give no more than sum- 
mary indicators of the potentialities for growth in 
agricultural output as seen by the planning authorities. 
But all plans stress the need for particular efforts to 
stimulate agricultural production through increased 
investment and in other ways. As has often been 
pointed out, agricultural production has hitherto 
tended to lag behind the general economic develop- 
ment in eastern Europe. In most countries the agri- 
cultural targets of previous plans were far from being 
fulfilled, and this fact, together with a rapidly increas- 
ing urban labour force, has been the main cause of 
difficulty in securing a reasonable rate of increase of 
real wages. 


Grain Areas and Yields 


No major changes appear to be envisaged in the 
total area sown, except that a certain increase is hoped 
for in Poland, Rumania and Czechoslovakia through 
the ploughing-up of abandoned areas, the so-called 


“reserve land”. As in most parts of the world, ап 
increasing share of the total grain area is expected to 
be taken up by fodder grain, especially maize, and some 
measures are being taken to introduce more catch 
crops; but otherwise surprisingly small changes seem 
to be planned in the distribution of the sown areas 
among the main crops. In particular, there seems to be 
no intention to intensify the pattern of cultivation 
through a more varied crop rotation accompanied by 
higher yields and a reduction in the share of the area 
devoted to grain. 


In Poland, the plan figures even indicate an increase 
in the share of grain from its already high level of 
58 per cent to 60% per cent of the sown area. It is, 
of course, essential to increase considerably the out- 
put of grain in Poland, which in recent years has been 
relying on imports of grain to an extent which seems 
abnormal in view of the vast grain area in relation to 
population and the not unfavourable natural condi- 
tions for growing grain. But it ought to be possible 


>in Albania, the sown area is to increase through the plough- 
ing-up of rough pasture and drained marsh. 


TABLE 4 


Grain yields in eastern Europe, actual and planned 


Average 


1955 
1953-55 
Actual Actual 


Quintals per hectare 


Czechoslovakia 
Wiheath мет bee ine cere 18.7 20.6 
Rye eta се 17.1 18.5 
Barley aires eee. о 19.1 20.2 
Eastern Germany 
Alle тали seria 24.3 26.4 
Hungary 
Alp grains Came eee 15.6 16.8 


Hed Increase 1953-55 (Actual) to 1960 (Plan) 


Quintals per hectare Percentages 
24.3 5.6 30 
22.9 5.8 34 
23.8 4.7 DS 
28.0 87 15 


Sources: Plans and plan fulfilment reports, Statistisches Jahrbuch der 
Deutschen Demokratischen Republik 1955, p. 207; Magyar Statisztikai Zseb- 
Кбпуу 1956; Rocznik Statistyczny 1955 and 1956; Zycie Gospodarcze, 
19 August 1956; and in the case of Czechoslovakia, direct communication 
from the Government. 


Note. — The figures refer to barn yield for Czechoslovakia, H 
and Poland, and to biological yield for eastern Germany aid ВО. 
@ Maize included. 


b Maize excluded. 
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TABLE 5 
Production, trade and supplies of artificial fertilizer 


Thousands of tons of plant nutrient 
a ar ОВНА ЕН ЕНВИИИИИАИ ВИВИЕ ыы не инИвЕниИИВ 


1955 1960 Percentage increase 
Actual Plan 1955 to 1960 
Count 
ts ) Foreign | Foreign 
Production trade and Supplies Production trade and Supplies Production Supplies 


stock change 


stock change 


Е eS ee ee 


Czechoslovakia. . . 159 а 167 326 
Eastern Germany. . 1 929 —1 161 768 
PAUNGATV ee es 42 11 53 
Poland?) Ae 286 257 543 
Rumania®s. ...- Cul 06] 2 24 


Sources: Plans and plan fulfilment reports. 


to achieve a considerable increase by improving yields, 
and one of the methods of increasing yields might well 
be to improve the crop rotation while somewhat 
reducing the grain area. However, it is possible that 
the figures for the grain area inscribed in the plan 
reflect the planning authorities’ view of what is likely 
to happen rather than of what is desirable. Many 
of the plan figures for agriculture are normally fore- 
casts rather than plans proper, and this is especially 
likely at the present time, when there is some uncer- 
tainty about the future scope of centralized planning 
in this sector. 


Table 4 shows grain yields in or around 1960, as 
envisaged in the plans, together with actual average 
yields in the years 1953-55 and in 1955. In most coun- 
tries, an increase of some 10 to 20 per cent is hoped 
for. Such an increase over a five-year period does not 
appear to be an unrealistic target and is comparable 
with rates sometimes forecast in those countries of 
southern and western Europe where there is consider- 
able scope for increased use of fertilizer and improved 
seeds and for the development of hybrid maize. 


The Rumanian target for grain other than maize 
seems, however, to be exceedingly optimistic. For 
maize, the target as shown in the table might appear 
more moderate; but the period—1953 to 1955—which 
has here been chosen for comparison included no bad 
and one excellent harvest. If the comparison were 
made with a more representative average, the target 
for maize would probably appear to be no less 
ambitious than that for other grain. 


Little is known about the foreign trade implications 
of the eastern European grain targets for 1960. 
An early version of the Polish plan envisaged the 
maintenance of grain imports at their present high 
levels. This feature of the plan was sharply criticized, 


PYG 186 483 87 48 
235 —1 631 1004 42 31 
150 53 203 257 283 
580 415 995 103 83 

с. 50 с. 16 66 с. 300 175 


а Excluding potassic fertilizer. 


and the plan was subsequently modified in the direc- 
tion of a higher target for grain output. The two 
countries most dependent on foreign supplies, eastern 
Germany and Czechoslovakia, do not seem to expect 
to reduce their import needs in the course of the plan 
period. Eastern Germany imported 1.3 million tons 
in the good agricultural year 1955/56, and will have to 
import roughly as much in 1960 if the grain target is 
reached. Czechoslovakia even colnts on a signi- 
ficant increase in net imports, despite increasing 
yields. In this respect, Czechoslovakia is in a rather 
exceptional situation among European countries, 
almost all of which expect that future increases in 
domestic grain production will be at least sufficient 
to cover the rise in consumption. 


Means of increasing Yields 


The higher yields foreseen in the plans are to be 
brought about primarily through a considerable 
increase in the use of fertilizer. Table 5 shows that all 
the countries plan to increase fertilizer production 
very considerably; and imports are also expected to 
increase, though at a lower rate than before in every 
country except Hungary. The imports consist—and 
will continue to consist—mainly of eastern German 
potash. An expansion of exports of nitrogenous 
fertilizer from eastern Germany also seems to be 
planned, though this may prove difficult in view of the 
power shortage in that country. 


The relative increase in the use of fertilizer is natu- 
rally greatest in those countries—Hungary and 
Rumania—where particularly small amounts have 
hitherto been used (see Table 6). But even so, there 
will continue to be very wide disparities in the 
use of fertilizer per hectare in the various countries. 
In fact, the planned absolute increase is greater, 
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TABLE 6 


Deliveries of artificial fertilizer 


Kilogrammes of plant nutrient per hectare of arable land 


1949/50 1955 
COUR HY, Actual Actual 

Eastern Germany ... . 125 1545 
Czechoslovakia ..... 255. а 64 
Рори 17% а 355 
Fm gary те 4а 10 
Вомашае ее eee 225) 
Ва ul a 6 9 
France. 5 gee 48 726 
lialyee eee 23 456 
Western Germany... . 147 2106 
United Kingdom ... . 124 1175 


Average annual rate of increase 


1960 = 
Plan 1949/50 to 1955 1955 to 1960 
Actual Plan 
200 4 5 
95 il 8 
63 12 12% 
35 16% 28% 
6.3 ae 20% 
16 7 12 
8 
14 
2% 


Sources: Soviet Union: Estimates based on data in Narodnoe Khozyaistvo 
SSSR, pp. 55, 105, 106. Eastern European countries : Plans and plan fulfilment 
reports; Za Socialistické zemédélstvi, Prague, Мо. 21, 1956, р. 1344; Zycie 


the higher is the actual level of fertilizer consumption 
in 1955. 

If the planned increases are achieved, the amount of 
fertilizer used in Czechoslovakia and Poland will reach 
a level comparable with that of western European 
countries, while Hungary and Rumania will still lag 
far behind. Eastern Germany, as a major producer of 
fertilizer and with a relatively intensive agriculture, is 
in a category of its own. 

In comparison with the fertilizer programme, the 
plans for land amelioration are probably less impor- 
tant. It is worth mentioning, however, that Albania, 
Czechoslovakia and eastern Germany plan to carry 
out drainage works on areas corresponding to as 
much as 19, 18 and 15 per cent, respectively, of their 
total arable land. 


The Rate of Mechanization 


The number of tractors in use in eastern European 
countries increased remarkably in the period from 
1950 to 1955. In fact, the rate of increase, around 
20 per cent annually, was no less than that typical in 
western European countries during this period of 
rapidly spreading use of tractors (see Table 7). Never- 
theless, the number of tractors per unit of land re- 
mained everywhere, except in eastern Germany, far 
below the level generally found in western Europe. 

The Polish plan for the period 1956 to 1960 foresees 
almost a doubling of the number of tractors in use, 
though the tractor density will still be less than half 
the present French figure; and some improvement in 


Gospodarcze, 19 August 1956; Western European countries: Agricultural and 
Food Statistics, OEEC, and FAO Yearbook. 


а 1948/49. Ь 1954/55. 


the utilization may be expected from a better distribu- 
tion of the available stock. The Hungarian plan also 
seems to imply a rapid increase in the stock of tractors, 


TABLE 7 


Stock of tractors in eastern Europe and 
in some western European countries 


Average annual Stock of tractors 
increase in stock |per thousand hectares 


of tractors of agricultural iand 
Country Percentages wee : eats 
1950-55 1955-60 1955 1960 
Actual Plan Actual Plan 
Albania .... 41 16 За 54 
Czechoslovakia . 6% A 5% sé 
Eastern Germany 2 26% 7 12¢ 16 
Hungary ® : 14% 2 
Poland 20% 15 3 6 
Rumania 18% а 4% 2% Зе 
ЗВ в. Bares : 
Етавсе eee 16 15 
аут эст Е 22% 14% 
Western Germany 23 at 43 
United Kingdom 6 44% 


Sources: See Appendix В. 
а Per thousand hectares of sown area. 
5 Stock in MTS only. 


с Total stock of tractors (including stock in private and co-operative farms) 
per thousand hectares of agricultural land is 20. 


d 1949-55. 


е Refers to state farms and MTS. 
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TABLE 8 


Planned increases in output of main animal products 
i ree ee И ОНИВИ 


Percentage increase in output 1955 to 1960 


Output per head of population ¢ 


Country 

Meat 5 Milk Eggs 
Аааа 5. Ors 53 40 157 
Czechoslovakia .. . 36 46 21 
Eastern Germany . . 19 40 
istiivcra? <0, с. о 29 33 29 
Poland@eer es © hae | 24 30 
Вата a0 2 63 35 


Meat 4 Milk 

Wool Kilogrammes Litres 
1955 1960 1955 1960 
Actual Plan Actual Plan 
36 ne Bs <a es 
36 58 76 260 360 
15 66 с 78 < 285 400 
50 86 106 150 195 
54 62 71 350 420 
оо 46 71 105 135 


Sources : Plan documents and plan fulfilment reports. 


a The figures for 1960 are based on a rough estimate of the increase in popula- 
tion from 1955 to 1960, as follows: Czechoslovakia, Hungary and Rumania: 


while the increase in eastern Germany, Rumania and 
probably Czechoslovakia, will be far more modest.’ 
Though deliveries of new tractors in these last three 
countries are planned to increase considerably over 
the preceding period, replacement needs are so great 
that there will be little room for net additions to the 
stock. It is surprising, in particular, that no very large 
increase in the number of tractors in use is envisaged 
in Czechoslovakia where the shortage of young labour 
in agriculture gives rise to much concern.® 


Plans for Livestock Production 


The plans for output of the main animal products 
are shown in Table 8. Since a big increase is expected 
in the output of coarse grain, the rise in meat pro- 
duction is probably meant to consist largely of pork 
and poultry. However, it is known that the Polish 
plan envisages a rather large increase for beef and 
veal, the fodder basis of which is to be provided by 
drainage and irrigation of meadows and pastures. 


These plans, if fulfilled, would bring output of meat 
per head of the population to very nearly the same 
level—70 to 75 kilogrammes in terms of live weight— 


7 The Hungarian and Czechoslovak plans do not indicate the 
planned stock in 1960. A rough impression can be gained from 
the figures for the stock at the end of 1955 and the planned 
deliveries during the years 1956 to 1960: 

Stock 1955 Deliveries 1956-1960 
Thousands, in 15 hp units 
Hungary. .... 13.5 а 19.0 
Е. . 40.0 36.3 


а Stock п MTS only. 


8 In order to encourage young labour to remain in agriculture, 
at least for some years, boys of 14 years of age are given full 
membership rights in co-operative farms in Czechoslovakia. 


5 per cent; Poland: 7.5 per cent; and no change for eastern Germany. 
No allowance has been made for the recent emigration from Hungary. 


Ь Live weight. 
с Poultry meat included. 


in Czechoslovakia, eastern Germany, Poland and 
Rumania, although in Rumania this would require 
the achievement of a target which seems to be ex- 
tremely ambitious. In Hungary, meat output would 
continue to be at a considerably higher level than in 
the other countries of the region. These figures 
obviously do not reflect the present or prospective 
levels of meat consumption. Czechoslovakia and 
eastern Germany import meat and would probably 
continue to do so, while Poland, Rumania and espe- 
cially Hungary, normally export part of their output. 


Everywhere, except in Rumania, milk production is 
expected to increase even faster than meat production. 
Since there is no indication in the plans of big increases 
in the output of fodder crops other than grain, this 
rapid rise in milk production will have to be achieved 
largely through better conservation of fodder and 
more rational feeding, including a better adaptation 
of the number of cows to the fodder available. The 
increase in milk output is planned to be brought about 
partly by an increase in the number of cows, at the 
fairly high rate of 3 per cent annually; and the planned 
increases in milk yield per cow appear to be relatively 
modest, except in Czechoslovakia where the emphasis 
is on yields, rather than cow numbers. It may well 
be realistic, therefore, that the Czechoslovak plan 
foresees a higher rate of increase in total milk output 
than do the other plans (Table 9). It may be ques- 
tioned whether a better result in terms of total milk 
output could not be achieved in the other countries if 
cow numbers were to increase less rapidly.® 


° For further discussion of the problem of under-feeding of 
cows in eastern Europe and the Soviet Union, see Economic 
Bulletin for Europe, Vol. 8, No. 3. 
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The Social Structure of Agriculture 


Four countries have indicated the extent of the 
change that-can be expected in the social structure 
of agriculture during the period 1955 to 1960: 


Share of Socialized Sector in Total Farm Land 


Percentages 
1955, Actual 1960, Plan 
State farms Co-operatives State farms Co-operatives 
БЕ оне © 13 о 85 
Czechoslovakia 11 31 14 66 
Hungary а: ве ‘7. ЗА ores т ae 
Rumania .. 35 65 


Since these plans were drawn up, the prospects for 
further collectivization of agriculture have been 
radically changed by the recent political events in 
eastern Europe. Indeed, in Hungary and Poland, the 
share of the socialized sector may now be more 
likely to decline than to increase in comparison with 
the level attained in 1955. For the other countries, 
too, the figures cited above should perhaps be regarded 
as indicators of expectations early in 1956 rather than 


TABLE 9 


Planned changes in cow numbers and milk yields 


Percentage increase 
Milk yield 1955 to 1960 
Country 1955 
Litres | Number Milk Milk 
of cows yield output 
ата 5 5 « $A 16 D2, 40 
Czechoslovakia . 1 619 5 39 46 
Eastern Germany 2 450 14 23 40 
Нора а ns 1 704 13 18 33 
Poland ges sae 1 763 15 13 30 
вотара eee 850 5 29 35 


Sources: Plan documents. 


as present prospects. Clearly, the aim of socialization 
in agriculture has not been given up; but the speed 
with which it is to be carried out depends on the 
emphasis to be laid on raising output in the short run 
by encouragement to private farming—a problem 
which is now being reconsidered in some countries. 


4. THe Зомет PLAN FOR AGRICULTURE 


The increase in grain output, and in agricultural 
production generally, foreseen in the Sixth Five-year 
Plan of the Soviet Union is of an order of magnitude 
quite different from the forecasts made in the coun- 
tries of eastern Europe. According to the plan direc- 
tives, gross agricultural output in 1960 is to be 70 per 
cent higher in 1960 than it was in 1955.10 


The Grain Target 


The achievement of the over-all target depends 
essentially on success in reaching the target for grain 
output, which calls for a barn crop of 180 million tons 
in 1960. It is difficult to judge the true significance 
of this figure, since the actual harvest in 1955 has not 
been made known. Various indirect statements 
suggest that it was probably between 105 and 110 
million tons. Thus, the 1960 target seems to imply 


10 For details of the component targets, see Appendix. Tables 
XXIV and XXVI. 

п Е. Chekmenov, writing in Planovoe Khozyaistvo, No. 2, 
1956, p. 47, quotes the Kazakh grain crop as 4.5 and 12.9 per 
cent of the total Soviet crop in the 1955 and 1960 Plan respec- 
tively. As the total Soviet crop in 1960 is planned at 11 billion 
puds, the Kazakh target would appear to be 1.42 billion puds; 
the Five-year Plan Directives state the grain increase planned 
for Kazakhstan to be “ approximately five times ”. Assum- 
ing the precise ratio to be between 4.7 and 4.9 times,1 1955 
Kazakh crop of 0.29 to 0.30 billion puds may readily be com- 
puted, implying a 1955 Soviet crop of between 6.4 and 6.7 bil- 
lion puds (105-110 million tons). An article by I. Yakovlev in 
Pravda, 20 April 1956 confirmed that the Kazakh 1960 target 


an increase, over a five-year period, of some 70 mil- 
lion tons, or two-thirds, If this immense increase in 
the basic crop were actually achieved, it would 
entail a thorough change in the structure of agri- 
cultural production and permit a remarkable im- 
provement in food consumption standards. 


In a country with an already well-developed system 
of farming, such an increase could be dismissed as 
wholly impossible. Moreover, the fact that similarly 


large increases in agricultural output have been 


planned—but never achieved—in each of the preceding 
Soviet Five-year Plans could also cast some doubt on 
the realistic nature of the objectives. In the Soviet 
Union, however, there have been, and still are, four 
major factors which could permit substantial incre- 
ments in output in the relatively short run: virgin land 
is available to be taken under plough; average yields 
in terms of the standing crop are low; the sowing 
pattern can be changed in favour of higher-yielding 
grains; and very large harvest losses seem to be 
incurred under present conditions. 


was 1.4 billion puds. The estimate of 129 million tons for the 
1955 crop given in the last Survey (р. 192) is thus seen to be too 
high; revised estimates of the grain crop in the years 1950 to 1954 
may be derived from a series of index numbers published in 
Narodnoe Khozyaistvo SSSR, p. 101, reproducing the series quoted 
in Pravda, 15 February 1956, and used for the estimates of 
those years in the Survey for 1955. All the data quoted. are 
known to be in terms of barn crop. 


Little information of a quantitative nature has 
been published in the USSR upon the contribu- 
tion of each factor to the overall expansion of grain 
output. On the basis of these statements, an attempt 
is made in the following paragraphs to appraise the 
chief elements entering into the 1960 target of 180 mil- 
lion tons. Since no figures have been released on the 
planned grain area, the crop in the base year, or the 
regional distribution of any of the components other 
than the 1955 maize area, the estimates, based upon 
numerous references to targets for various of the 
republics, are necessarily rough. Table 10 shows the 
summary results of this exercise, the purely illustrative 
purpose of which need not be stressed.?? 


In 1955, 18.5 million hectares of virgin land, mainly 
in Kazakhstan and Siberia, had been sown to grain. 
By the end of 1956, 35.5 million hectares in all had 
been ploughed and some further expansion was pro- 
posed for 1957 and 1958. Not all of this land, of 
course, was sown to grain, but it is likely that the 1960 
target for grain output in these new areas envisages 
ап “ average” crop 13 over an area perhaps as much 
as two-thirds greater than was sown in 1955. Much 
of the virgin soil to be sown to grain during the 
Five-year Plan is in the regions between the present 
“virgin lands zone” and the Pacific.14 It seems that 


12 Further details, with a break-down by the main grain- 
producing republics, are given in Appendix B. 

13 ш 1955, the crop on the newly ploughed land was poor 
(little more, it would seem, than 4 q/ha) but in 1956 about 
11 q/ha, a very good crop for the area, was obtained. The con- 
cept of an “ average ” crop for these areas is somewhat notional 
as yields seem rather to fluctuate between very good and very 
bad. 


14 These are the additions to the grain area envisaged for the 
years up to 1960. Beyond this, further possibilities are thought 
to exist. Academician Nemchinoy estimates that in the long run 
the cultivated area can be increased by 74 million ha over the 
area sown in 1955. (Planovoe Khozyaistvo, No. 4, 1955, p. 65). 


TABLE 10 
Elements in the Soviet Five-year Plan for grain 


Rough estimates 


Area sown Barn yields Barn crop 
Millions Quintals Millions 

of hectares per hectare of tons 

1955 1960 1955 1960 1955 1960 


Actual Plan Actual Plan Actual Plan 


Maize... 9 28 15.5 16:8 14 47 
Other grain 117 124 SOO, 94 133 
TOTAL Ia. 126 #52 4 iy 108 180 


Note. — The regional components of the figures in this table are shown 
in Appendix B, together with an explanation of the sources and methods used. 
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the grain area of the Soviet Union is probably planned 
to be about 150 million hectares by 1960. This would 
represent an addition of 20 per cent to the area sown 
to grain in 1955. The average yield on this extra land 
would be somewhat below the all-Union average, but 
it may be estimated that it is planned to bring in 
something like 22 to 26 million tons of grain. 

The second factor to be taken into account is the 
possibility of increasing average yields in the tradi- 
tional grain-growing regions. It seems to be envisaged 
that grain yields will improve by perhaps one-tenth 
(or some 11 to 15 million tons of crop), which does 
not seem unrealistic in the light of plans for improve- 
ments in the methods of cultivation.® The most 
important element in improving yields is probably the 
increased use of fertilizer. This is planned to be 
raised from 8.7 to 15.5 kilogrammes of plant nutrient 
per hectare of arable land; but even then, the consump- 
tion of fertilizer would remain at a level far below that 
of most other European countries. Supplies of 
selected seeds are to be increased and the quality 
improved,!® and, finally, plans have been made for 
irrigation in the dry grain-growing regions. 

In addition to the return from higher yields of given 
kinds of grain, a considerable increase in total output 
can be expected also from the devotion of a larger 
share of the grain area to maize and sorghum, which, 
under otherwise equal conditions, give a higher yield 
per unit of land than small coarse grains. The maize 
area is to increase from 9 million hectares in 1955 to 
28 million hectares in 1960,17 and the net increase 
attributed to this transfer (i.e., assuming unchanged 
yields) may be of the order of 13 million tons of grain. 


These changes in sown area, in average yields and 
in sowing pattern may thus together account for about 
50 million tons of the increase of 70 million tons which 
seems to be implied by the 1960 grain target: this 
would leave roughly 20 million tons to be gained 
through a reduction of harvest losses.1® 

Soviet spokesmen and agronomists have frequently 
commented on the immense losses ordinarily incurred 


15 A more moderate view is now taken of the speed with 
which yields can be increased than was the case in 1952, when 
an increase by 40 per cent, to be achieved by 1955, was planned. 
The actual increase was only 5 per cent, although 1955 was a 
reasonably good year. 

16 The most significant measures in this field are the establish- 
ment of agricultural research stations in every administrative 
oblast and the provision of more than one type of seed in each 
zone. 

17 A further 9 million hectares were sown in 1955 for silage 
and green fodder. It is assumed, on the evidence of the immense 
increase in the share of maize in the R.S.F.S.R. grain crop 
(from 6 per cent in 1955 to 25 per cent in 1960, according to 
М. A. Уазпоу, Pravda, 23 February 1956), that the 1960 maize 
target as published in the directives relates only to sowings for 
grain. 

18 А. J, Kirichenko (Pravda, 20 February 1955), First Secretary 
of the Ukrainian Communist Party, stated that harvest losses 
in the Ukraine should decrease by 1960 by 1.2 q/ha. 
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by late harvesting.1® For example, the Minister of 
State Farms reported that on experimental plots 
losses amounted to 20 to 25 per cent of the crop when 
harvesting took place within 10 days after grain 
maturity, one-third 15 days after, and over one-half 
20 days after maturity.2° Mr. Khrushchev has cited 
similar data and stated that about a quarter of the 
crop was being lost solely as a result of harvesting 
delays.21 It is understood that the average harvest 
period in 1954 was 34 days: by 1960 this period 
should be cut to 10 days in the European part of the 
country and 7 to 8 days in Siberia, Kazakhstan and the 
Far East. 


Two measures should help to reduce these surpris- 
ingly high harvest losses. First, very much more 
harvesting equipment is to be delivered.? Not only 
are the combines expected to harvest more efficiently 
than simple harvesters or reaper-binders, but the 
grain will remain more strictly under the control of the 
machine-tractor stations and thus be less depleted by 
misappropriation. At the same time the existing 
equipment park should be better used as stocks of 
spare parts improve. Secondly, collective farmers 
should become more concerned with bringing in as 
much as possible of the crop now that compulsory 
deliveries and payment for the services of machine- 
tractor stations are a fixed amount and do not vary 
with the size of the harvest.?* 


This discussion of the main elements in the Soviet 
grain plan suggests that it is largely based on expected 
increases in area and changes in sowing pattern 


1° There is also some evidence of this in the great disparity 
between official crop figures in terms of biological yield and of 
barn yield. A comparison of the newly available estimates of 
grain output in terms of barn crop shows that for 1950 and 1951 
the contemporary estimates by the Soviet Crop Estimating 
Inspectorate of the biological crop were nearly one and a half 
times the present estimates of the barn crop for those years. 
It may, however, be asked whether this difference of statistical 
estimates cannot be partly explained by other factors than 
genuine harvest losses. On the one hand, the size of the bio- 
logical crop may have been somewhat inflated by the Inspecto- 
rate as part of a policy of increasing compulsory delivery 
quotas, which at that time were a function of yields, or estimates 
have been falsified by farms desiring to show a fulfilment of 
plan. On the other hand, the recorded barn yield may have 
been reduced by concealment and pilfering. 


20. Benediktov, Sovkhoznoe Proizvodstvo, No. 6, 1956, р. 9. 
21 Pravda, 3 February 1955. 


22 Supplies of combines are to be 214 times as great as in the 
preceding five-year period, combine pick-ups 4 times as great, 
and 180,000 windrowers (for two-stage harvesting) are to be 
supplied, whereas virtually none were previously produced. 


23 Changes in the systems of remuneration should work in 
the same direction: pay-rates on a scale diminishing with the 
length of the harvest period should encourage MTS workers 
to reduce the period of harvesting, and directing personnel 
(collective farm chairmen and State farm managers) now have 
scales of bonus varying with the barn yield. It has further been 
proposed that collective farms include a penalty clause in their 
contracts with MTS, to become effective if the harvest is not 
gathered within a stated period. (On this last point, see A. 
Borisov in Sovetskoe Gosudarstvo i Pravo, No. 3, 1955, p. 29). 


whereas the contribution expected from higher yields 
of given kinds of grain appears to be relatively modest. 
Therefore, as far as natural conditions are concerned 
there seems to be no reason to doubt that the target 
could be reached, provided that other pre-conditions 
are present. Considerable investments and deliveries 
from the industrial sector will be required to support 
the drive for higher yields and to make possible the 
further large extension of the sown area. But it will 
probably be even more important to overcome 
weaknesses in the internal organization of Soviet 
agriculture which seem hitherto to have entailed a 
striking inefficiency in harvesting. 


Livestock Production 


The enormous increase planned for grain output is 
meant to provide the basis for a considerable increase 
in the output of animal products. The targets for the 
main products are shown below: 


Plans for Livestock Production in the Soviet Union 


Planned 
1955 1960 5 
Unit Actual Plan рис 
Мене. в Millions of tons 44 82 95 
Meat 100 
Eggs nee wi x = 154 
Wool .. . . Thousands of tons 252 459 82 


Sources: Plan directives; Milk : direct communication by the Soviet 
Government to ECE; Wool;: index given in Narodnoe Khozyaistvo SSSR, 
p. 101 applied to base in Sovetskaya Zootekhnika, No. 7, 1951. 


In the absence of data on the composition and use 
of fodder supplies, it is not possible to judge the 
consistency of these targets with that for grain output. 
If the grain plan is fulfilled, the supply of feed grain 
alone in 1960 will be three to four times the 1955 
quantity. It is therefore natura! that a particularly 
strong increase is planned for egg production, and it is 
clear that the increase in meat output is to be very 
largely concentrated on pork. It may well be possible, 
by better feeding, to step up considerably the milk 
yields of cows on collective farms and state farms; but, 
even so, the plan to increase milk yields to such an 
extent that total milk output can be raised by 95 per 
cent seems extremely bold. However, it is difficult to 
form an opinion on the likelihood of this target’s being 
fulfilled, because the Plan Directives give no informa- 
tion either on the number of livestock foreseen 
for 1960, or on the feeding policies to be pursued. Nor 
is anything known of future policy towards milk 
production on the tiny private holdings of collective 
farmers and others, which accounted for 57 per cent 
of the total number of cows at the October 1955 
census.”4 


es Heavy taxes were imposed upon livestock owned by urban 
dwellers in 1956; cows owned by workers comprised 15 per cent 
of the country-wide total. These measures are, however 
believed to be temporary. < 
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5. THE PLANS FOR INDUSTRY 


Industrial Output and Investment 


Although, as has been mentioned earlier in this 
chapter, industrial investment is in most of the coun- 
tries to be a smaller share of total investment than in 
the preceding plan period, it is envisaged to increase 
very considerably in absolute volume. This increase 
seems indeed to be necessary in view of the extremely 
ambitious plans for industrial production, and 
especially for industrial output per man. 


One circumstance does, however, somewhat reduce 
the investment required for a given increase of output 
in the current plan period: some very big projects, 
begun but not completed under the previous plan, 
will come to fruition in the early part of the period 
1956 to 1960. The steelworks of Nowa Huta in 
Poland and Dunapentele in Hungary are prominent 
examples. At the same time, a relatively small number 
of new big industrial projects is to be begun under 
the new plans.** Thus, there was a real bunching of 
completions of major industrial constructions at the 
transition from one plan period to the other, so that 
the investment cost of the increased output planned 
for the years 1956 to 1960 has to some extent been 
paid in advance. 


On the other hand, the increase in the industrial 
labour force is expected to be much smaller than it 
was in the preceding period, and very considerable 
investment in equipment to raise output per man is 


25 This is a particularly striking feature of the Plan for Albania, 
where a virtual stoppage of the construction of new industrial 
enterprises is envisaged for the new plan period. Nevertheless, 
industrial output is expected nearly to double as a result of the 
improvement and better utilization of capacity already completed. 


therefore necessary. It also appears that in past years 
the investment effort was so highly concentrated on 
raising employment capacity that the renewal of 
equipment had to be neglected, with the result that 
there is now a backlog to be dealt with. 


An attempt is made in Table 11 to relate the pro- 
gramme for industrial investment to the target for 
industrial output. The increase from one period to 
the next in the amount of investment is compared, 
in a rough and ready manner, with the increment of 
industrial output in each of the two plan periods.”* 
Although the actual investment/output ratio for 
industry cannot be derived in this way, it is possible 
to estimate the percentage change in the ratio from 
the average of the period 1951 to 1955 to the period 
1956 to 1960. 


It appears from the last column of the table that 
a fairly considerable rise in the investment/output 
ratio is foreseen in the Soviet Union, Poland and 
Rumania. In other words: the plans do make allow- 
ance for some increase, as compared with the preced- 
ing plan period, in the amount of investment that is 
necessary to bring forth a given rise in output. In 
eastern Germany the increase allowed for is very 
considerable, which is not surprising, since, as has 
already been mentioned, the increase in eastern 
German industrial production in the preceding period 
of reconstruction was obtained at a very low price in 
terms of investment. In Hungary, on the other hand, 
the planned increase in industrial output, though 


26 For both periods, the increments are measured as a per- 
centage of total output in the same year (1955), so as to make 
possible a comparison of their actual sizes. 


TABLE 11 


Planned industrial investment and planned increase in industrial output 
ee LLM 


Percentage increase 
in investment/output 
ratio а 


Increment in industrial output as 
percentage of output in 1955 


1950 to 1955 1955 to 1960 1951-55 to 1956-60 


Gross fixed investment 
in industry, 1956-60 
Count 

oe Total for 1951-55 = 100 
(1) 
Czechoslovakia : a 
Eastern Germany . . 233 
angaryaee a sos een 104 
РО. 133 
Rumania ... <2 2. 160 
А mittee ne 170 


Sources ;: See Appendix В. 


(2) (3) (4) 
41 50 

47 55 98 
50% 47-50 11 
54 53 35 
54 60-65 38 
46 65 20 


x col. 2) — 100. 


1 
Я сот. 3 
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TABLE 12 


Planned increase in production in existing plant 


Increase 1955 to 1960 
in output from already 
existing plant, 
as percentage of: 


Total increase Total output 


in output in 1955 

Czechoslovakia 
Rolled steel products .... 100 47 
Nitrogenous fertilizer .... 41 55 
Phosphorous fertilizer... . 100 59 
(Csee Sees, a ee 100 56 
Hungary 
Qpen-hearth steel ..... . 30 11 
Machine. о anne 80 67 
Combine harvesters ..... 70 44 
Ме 4 3 5 5 sa 4 90 32 
Бора ь, ВИ: ae es SG 70 46 
Rumania 
С об ее ec ek ТИ 17 
Graudetsteel'?) А es 22 24 
Rolled steel products ... . 70 62 
USSR 
Rolled steel products ... . 40 21 
Hydro-turbines ....... 54 39 
Несс locomotives: 77 2. » 40 73 
Мо отауешс ен meen: 55 25 
АСОИ Wl eee АЕ 69 67 
Canc р PEA a: 32 46 
Woollen св 39 18 
Sinenscloth* =. око Во 56 46 
SUCAE MAL a а BOR Gan 63 57 

Sources: Plan documents. 

Note. — The table shows only a number of important commodities 


selected from more complete lists published in plan documents. In eastern 
Germany it was explicitly stated that the increase in the output of pig-iron 
and steel is to be obtained almost entirely in existing plant. 


lower than in the other countries, seemed to be 
particularly optimistic, since it was apparently to be 
brought about with only a marginal increase in 
industrial investment and with a far smaller increase 
in the labour force than in the preceding period. 


While the plans thus allow for the need for more 
investment per unit of additional output, they also 
show awareness of the necessity to save capital 
wherever this may be possible. One problem which 
is repeatedly stressed is that of increasing the degree 
of utilization of the industrial capacity already in 
existence. Surveys have been made in several countries 
of the possibilities of expanding production within 
the framework of existing establishments, and, in 
many cases, more than half of the planned total 
increase in output is expected to be brought about in 


this way (see Table 12).2” In the same effort for a 
more intensive utilization of existing capacities, the 
plans for industrial construction works have been 
overhauled with a view to cancelling some projects 
in order to be able to hasten the commissioning of 
others. 

But whatever may be the possibilities of reducing 
the amount of new industrial construction necessary 
to achieve a given increase in output, the main problem, 
in view of the manpower situation, is how to achieve 
a fuller utilization of the available labour. 


Targets for Output per Man 


The increase in the industrial labour force foreseen 
for the period 1956 to 1960 is in every country much 
smaller than that actually achieved in the preceding 
period (Table 13). This is to be explained by two 
circumstances. The first is that the possibilities of 
large-scale transfers of labour from the countryside 
are largely exhausted, and future transfers will have 
to proceed at a considerably slower rate than in the 
past. In most of eastern Europe, the limit to the rate 
at which transfers can take place seems at the present 
stage to be set, not by the possibilities of releasing 
manpower from agriculture without adverse effects 
on agricultural output, but rather by the capacity 
for its absorption in urban occupations and by 
housing shortage in the big towns after the rapid 


27 In considering these figures, it must be remembered that 
industrial capacity is notoriously difficult to define and measure 
statistically. 


TABLE 13 


Percentage increases, actual and planned, in industrial 
employment, output per man and output 


Employ- Output 


Country | Period ment permari Output 
Czechoslovakia 1950-55, Actual 13 50 70 
1955-60, Plan 6% 41 50 
Eastern Germany | 1950-55, Actual 29 48 90 
1955-60, Plan 3 50 55 
Hungary 1950-55, Actual 53 32 102 
1955-60, Plan 9 36 47-50 
Poland .... | 1950-55, Actual 37 59 118 
1955-60, Plan 13 35 53 
Rumania 1950-55, Actual 46 48 116 
1955-60, Plan 10 45-50 60-65 
USSR 1950-55, Actual 29 44 85 


1955-60, Plan 10 50 65 


5 enn 


Sources: Plan documents and plan fulfilment reports. 
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inflow of population in the preceding years.28 Even 
$0, it is somewhat surprising that in Rumania, with 
a relatively small industrial sector and much over- 
crowding in agriculture, the industrial labour force 
is expected to increase by no more than 10 per cent 
in the course of five years. 


The second factor accounting for the slower growth 
of the industrial labour force is the fact that in the 
years from 1955 onwards the small generations born 
during the war will be reaching working age. This 
factor is not important, it seems, in Czechoslovakia; 
but the possibilities of a net transfer of labour from 
Czechoslovak agriculture are at present thought to be 
practically non-existent. In the USSR, the decline 
in the number of young entrants to the labour force 
will be very marked,?® and, moreover, some with- 
drawals of older workers from the labour force will 
result from the improvement in old-age pensions. 


It follows that in future a far larger share of the 
total increase in output will have to be brought about 
through increases in output per man. In fact, the 
planned rise in output per worker employed is in 
some of the countries as high as, or even higher than, 
the very considerable increases reported for the 
preceding plan period. The optimistic view of the 
future rise in productivity implied in plans for the 
building industries is illustrated by the following 
figures: 


Building and Construction 


(Percentage increase, 1955 to 1960) 


Employment Output per man Output 
Czechoslovakia . . 14 53 74 
Eastern Germany . 3 50 55 
Poland see os 12 40-45 57 62 
Rumanid. . . . ee 50-55 ; 
пе = 14 57 73 


Sources: Plan documents and Voprosy ЕКопот А, No 11, 1956, р. 20. 


The answer to the question whether the plans as 
a whole are likely to be fulfilled—in something near 
their original shape—depends essentially on whether 
the targets for industrial output per man, together 
with the main agricultural targets, are likely to be 
reached. 


Each plan shows awareness that the productivity 
target is ambitious and proposes special measures for 


28 Thus, the necessity to concentrate on labour-saving invest- 
ment in the new plan period is partly an effect of the relative 
neglect in past years of investment in housing and other social 
amenities necessary for sustaining a rapid growth of the urban 
labour force. 


29 The number of pupils in Soviet schools, which was 33.3 
million in 1950/51, had dropped to 28.2 million in 1955/56. 
In eastern Germany, at the end of 1955, the number of young 
people of age 14 to 18 was 1.6 million, while the 5-year group 
aged 9 to 13 numbered only 1.1 million. 


reaching it through mechanization and modernization, 
especially of particularly arduous and labour-consum- 
iNg processes. 


It is further hoped to achieve great improvements 
in output per man employed by more flexible methods 
of planning and economic administration and as a 
result of enhanced efforts by the individual worker. 
The first problem is primarily that of avoiding the 
stoppages for lack of raw materials or fuel, of which 
there has been much complaint in recent years. 
The second problem is largely that of rationalizing 
wage systems, which has been discussed at some 
length in the preceding chapter. 


Finally, in setting the high targets for output per 
man in industry, the planning authorities were 
influenced by their expectations of benefits to be 
derived from a more intricate pattern of specialization 
following international co-ordination of the economic 
plans. 


Output of Consumers’ Goods and Producers’ Goods 


The relation between the increase in the output of 
consumers’ goods and of producers’ goods from 
manufacturing industry is likely to reflect to some 
extent the changes in the over-all rate of investment. 
However, the significance of the figures shown in the 
first two columns of Table 14 can easily be exagger- 
ated.*! In particular, there is no good reason why, 
for industry or any other sector taken separately, the 
rates of increase of the two kinds of output should 
necessarily be equal in periods of unchanged over-all 
rates of investment.*2 With this reservation, it may be 
noted that, in comparison with the preceding period, 
the discrepancy between the growth rates for the two 
groups of commodities is planned to narrow some- 
what in Czechoslovakia, Hungary and Poland, while 
in eastern Germany the gap is planned to widen con- 
siderably, as a corollary to the planned increase in the 
rate of investment.*® 


31 Such data would be more revealing if it were possible to 
distinguish, even if crudely, within the group of producers’ 
goods between materials and equipment, and within each of 
these sub-groups between commodities for further use within 
and outside the sector of manufacturing industry. There seems 
to be a growing interest among Soviet statisticians in such more 
refined analysis. See, for instance, the reference to the practical 
value for planning purposes of input-output analysis by the Head 
of the Central Statistical Administration of the USSR, Pro- 
fessor V. Starovsky, in Vestnik Statistiki, No. 2, 1956. 


82 This is true even apart from the incidence of foreign trade. 
For instance, if industry is given the task of supplying sharply 
increasing amounts of fertilizer for agriculture—as is the case 
in all the long-term plans dealt with here—industry’s output of 
producers’ goods would to that extent tend to increase faster 
than would output of consumers’ goods. 


33 The figures for eastern Germany can be considered as only 
rough indicators because the methods and price-weights used 
in the calculation of indices of gross industrial production were 
changed considerably between the two quinquennia. 
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TABLE 14 


Employment, investment and output in light industry as compared with heavy industry 


Ratio of percentage increase in } я 
output of consumer goods to Light industry as a percentage 
percentage increase in output of all industry 


of producer goods 4 


Country 
Investment 
— —60 Employment 
ree ее 1955 1951-55 1956-60 

Actual Plan 
G@zechoslovakia „.... 0.60 0.70 42 204 
Eastern Germany .... 0.90 0.65 38 17 Pel 
Eun garyare eee te 0.50 0.65 34 9.5 13.6 
Poland: Sean art. 0.80 1.00 32 р ys 
Rumania. . aia at 5 0.75 0.70 о ie 10.3 
USSR y sue ee eae a 0.85 ¢ 0.85 26 10.9 11.0 


Sources: Plan documents, plan fulfilment reports and statistical year- 
books. 


@ Rounded to the nearest multiple of 5. 
Ь 1948-55. 


The table shows also the share of total industrial 
investment devoted to “light ”, as distinguished from 
“heavy ” industry, and the share of light industry in 
total industrial manpower is also shown for compari- 
son. In the Soviet Union and Rumania the share of 
“light” industry in total industrial investment is 
planned to remain at the same level—some 10 per cent 
—as in the preceding period. In Hungary the 
percentage was planned to increase from 10 to 14, 
and it is likely that a similar increase was envisaged 
in Poland. 


At first sight, these percentages may appear start- 
lingly low. It would, however, be rash to conclude 
that they bear witness to a distorted structure of 
industrial investment, given the over-all rate of accu- 
mulation for the community as a whole and the 
structure of foreign trade. For one thing, the distinc- 
tion between “light” and “heavy” industry is not 
identical with that between industries producing con- 
sumers’ goods and producers’ goods: a considerable 
part of the production of consumers’ goods (mainly 
consumers’ durables) is grouped with heavy industry, 
and the same is certainly true of much of the produc- 
tion of military equipment which is, in the economic 
sense, for consumption.*4 Secondly, the degree of 
capital intensity is normally higher in “ heavy ” than 
in “light” industries, and, on this score, the latter 
must necessarily receive a share of total industrial 


** On the other hand, only few producers’ goods are produced 
in “light ” industries. Incidentally, the disparity between the 
two classifications will increase during the coming 5-year period 


as more consumers’ durables are produced by the engineering 
industries. 


с This figure for the 5-year period as a whole is the resultant of approximately 
equal rates of increase in the four years 1951 to 1954, and a divergent 
movement in 1955. 


investment which is considerably lower than their 
share of industrial manpower.*® For eastern Germany, 
however, more detailed statistics are available.*® 
These show that industrial investment in this country 
is so highly concentrated on basic industries as to 
suggest that, even given the major aims of economic 
policy in eastern Germany, resources for industrial 
investment have not been distributed to the best 
advantage. 


35 If the amount of capital per worker were assumed to be 
three times as high in “ heavy” as in “light” industry, the iatter’s 
share in industrial investment in the Soviet Union and Hungary, 
as shown in Table 14, would very nearly correspond to a propor- 
tionate development of the capital structure of the two groups 
of industry. 


36 The degree of capital intensity in 1955 in the main groups 
of centrally managed state industries in eastern Germany may 
be illustrated by the following figures: 


Percentage share in Index of fixed 


Pro- Ет- Stock of Gross fixed САР ital assets 

аис- ploy- fixed capital invest- fossa Zz 

tion ment assets (net) ment for all eee 
1955 1955 1955 1951-55 1955 = 100) 


Basic industries . 39 32 65 68 78 203 
Metal-using indus- 
tries PRED et 31 40 21 15 9 52 
Light industries . 20 24 9 6 8 Rip 
Food industries . 10 4 5 11 5 125 
Total р бод LOO 100 100 100 100 100 


Source : Statistische Praxis, No. 6, 1956. 


It will be seen that the concentration of investment on basic 
industries has been increasing and the little qualitative informa- 
tion released on the Second Five-year Plan seems to point to a 
further increase. It must be added that the figures given above 
even tend to over-state the of “light” industries relative capital- 
intensity, since they do not include the less capital-intensive 
branches of light, and especially food, industries, which are not 
centrally managed. 
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Ihe Steel Industries 


For the region as a whole, as well as for the Soviet 
Union and eastern Europe taken separately, the out- 
put of crude steel is planned to increase by slightly 
more than 50 per cent (see Table 15). This rate of 
increase is not much below that actually achieved in 
the preceding five-year period. The rate of increase 
for pig iron is somewhat higher, which indicates an 
expected decline in the relative importance of scrap as 
a raw material in steel-making.®’ 


In the eastern European countries, relatively few 
new steel plants are planned to be constructed (as is 
also the present trend in western Europe) and the 
increase in output is to be brought about largely 
through the completion of projects already under way, 
through a better utilization of existing capacities, and 
through an expansion of the capacity of existing plant. 
In the Soviet Union, on the other hand, more than 
half of the addition to output is expected to come 
from new plants. 


All the countries, with the exception of the Soviet 
Union, are faced with some difficulty in raw material 
supplies for their steel industries. Poland and Czecho- 
slovakia, both of them important producers of coke, 
are short of high-quality iron ores, while eastern 
Germany, Rumania and Hungary suffer from the 


37 The fact that a much higher proportion of the installed 
capital stock in all these countries is relatively new means that 
much less scrap becomes available than in the older developed 
countries of western Europe. Since the exhaustion of war-scrap, 
the proportion of scrap in steel-making has been declining. 


lack of both ores and coking fines. Production in 
eastern Germany (and to a more limited extent in 
Hungary) of coke from brown coal is relatively costly, 
and the lack of high-grade ores implies either high 
transport costs—unless the ores can be imported by 
waterway *°—or high smelting costs because of the 
extra coke required. The emergence of Bulgaria as an 
iron-ore producer of some importance may help to 
lower production costs for steel in Czechoslovakia 
and Hungary, since ore can be brought from Bulgaria 
to these countries on the Danube. Export availabi- 
lities of Bulgarian ore will depend, however, on policies 
of steel production in that country. 


As a result of the difficulties just mentioned, the 
cost of producing steel is probably higher in Poland 
and Czechoslovakia than in the Soviet Union, and 
is higher still in eastern Germany and Hungary. It 
might seem, therefore, that—even if the aim of self- 
sufficiency in steel for the region as a whole is 
accepted—there would be an advantage in stepping-up 
the expansion of output in some countries at the 
expense of a slowing-down in others with particularly 
high production costs, and in relying more on trade 
in steel within the region. 


The planned rates of increase for the period 1955 
to 1960 show no evidence of a differentiating policy 
of this kind. It must be remembered, however, that 
any interest in co-ordinated planning with a view to 
international specialization is of recent date in eastern 


38 A considerable part of eastern European ore supplies is 
carried by rail from the Soviet mines. 


TABLE 15 


Planned output of crude steel and of materials for steel-making 


Planned production in 1960 
Millions of tons 


Country 


Tron Metallur- Pig Crude 
ore gical coke iron steel 


Яо, ор моно 3.0 м 0.2 
Czechoslovakia .. . 3.6 Meo 4.8 

Eastern Germany . . 1.8 0,5 2.25 

UN aT. Goa.) eos 0.9 * 0.5 * 1.4 

Ро ое a= 5.0 * 12.5 Бы 

Rumania ось = 1.1 0.55 115 : 
Total of 6 countries 15.4 27 15.0 i 

Ce Ba Е ee 

ео es 114.3 64.5 53.0 


Sources ; Plan documents and plan fulfilment reports. 
а Production was nil or insignificant in 1955. 


Actual percentage 
increase 
1950 to 1955 


Planned percentage increase 
1955 to 1960 


Iron Metallur- Pig Crude 


ore gical coke iron steel Crude steel 


151 

55 

75 

100 38 
66 54 
59 66 
61 63 


Ь No production in 1950. 
с Including a roughly estimated amount of 250,000 tons for Bulgaria. 
d Total coke production. 
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TABLE 16 


Examples of lines of specialization in the engineering industries agreed upon by eastern European countries 
О a Я ЕЕ И ele le ie Le, a OR es SR 


Commodity 


Country 


Steam turbines below 100 MW 

x A 25 ММ. 
Small hydraulic turbines 
Large-size electric generators 
Medium-size ,, 8 
Transformers, 220 kW 
Large ship diesel engines 
Other diesel engines | 
Horizontal presses, 250 tons . 
Coal combines . . 
(Сори опа б 
Small mining machinery 
Drilling equipment . af 98 
Specialized machine tools . 
‘Textile; machinery я о ee 
Testing and measuring instruments, especially for textiles . 
Telephones and telegraphic instruments . 
Dining-cars see ae 
Sleeping-cars . Soden: ta 
Broad-gauge passenger cars . 
Railway freight wagons 
Double-decker passenger cars 
Large diesel locomotives 
Electric locomotives 
ОЕ ее обе ae 
Large ships (15,000-25,000 СВТ) 
Smaller and specialized ships 
Passenger cars . : 
Lorries up to 5 tons . 

Heavy lorries еб: 
MOtoOn о, 4) LONS ое о 
$3 » » more than 4 tons. 
Grain and potato combines . 

Maize combines 
Sugar beet combines 
Flax combines . . 
Tractors, 37 H.P. 
Diesel tractors . 


Czechoslovakia, eastern Germany, Poland 
Poland 

Czechoslovakia, eastern Germany 
Czechoslovakia, eastern Germany 

Poland 

Poland 

Czechoslovakia, eastern Germany 
Hungary 

Poland 

Poland 

Poland 

Poland 

Rumania, Bulgaria 

Hungary 

Eastern Germany, Czechoslovakia 
Hungary 

Hungary 

Eastern Germany 

Eastern Germany, Hungary, Poland 
Poland 

(Hungary to abstain) 

Eastern Germany 

Czechoslovakia, Hungary (Bulgaria to abstain) 
Czechoslovakia, eastern Germany, Poland 
Hungary 

Poland 

Eastern Germany, Bulgaria 
Czechoslovakia, Poland (Hungary and Bulgaria to abstain) 
Poland (Bulgaria to abstain) 
Czechoslovakia, eastern Germany, Rumania (Bulgaria to abstain) 
Poland, Czechoslovakia 

Hungary 

Eastern Germany, Poland 

Hungary, Rumania 

Czechoslovakia, Eastern Germany 
Czechoslovakia 

Rumania 

Hungary 


Sources: International Affairs, Moscow, 6 June 1956; Czechoslovak Economic Bulletin, 1956 issues; radio broadcasts in eastern European countries; 
Der Aussenhandel, No. 16, 1956, р. 555; Zycie Gospodarcze, No. 22, 1956; and direct communications from the governments concerned. 


Europe,®® and in the field of metal-making, more 
than in most other fields, output in the current five- 
year period is necessarily determined within narrow 
limits by the investment policy of the preceding 
five years. 


The Engineering Industries 


Production in the engineering industries is every- 
where planned to increase at a far higher rate than 
output of industry as a whole. This is in line with 


*° The Council for Mutual Economic Assistance set up its 
Commission on Collaboration in the Iron and Steel Sector in 
October 1956. The problem had been studied by an ad hoc 
working group for the Berlin Council meeting in May 1956. 


trends in most other countries, and is also consistent 
with the extremely rapid increase planned for industrial 
productivity in eastern Europe and the Soviet Union, 
which requires heavy investment in new machinery 
and other equipment. This is reflected in a shift in 
the composition of investment towards а higher 
share for equipment and a lower share for building 
and construction, and provides a good reason for 
the rapid growth of engineering output. 


“© п the Soviet Union total State fixed investment in 1956 
to 1960 is planned to be 67 per cent greater than in 1951 to 1955, 
while investment in machinery and equipment is to increase by 
about 80 per cent. Similarly, in eastern Germany equipment is 
to make up 52 per cent of total investment as against 42 per cent 
in the preceding plan period. 
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Part of the desired increase in the output of the 
engineering industries is expected to be achieved 
through standardization and through a higher degree 
of specialization, both as between enterprises within 
a given country and as between countries. In the 
negotiations on co-ordination of the plans which 
took place in the first half of 1956, special attention 
was given to the engineering industries, and some 
concrete arrangements for an international division 
of production programmes appear to have been 


made. The available information is summarized in 
Table 16.497 


This action is, however, of somewhat limited scope. 
It does not amount to much more than a survey of 


ee Details on production programmes are given in Appen- 
dix Table XXVII. 


present production capacities with a view to avoiding 
duplication, to securing outlets for surpluses within 
the region, and to obtaining such specialization in 
types and designs as can be carried through without 
requiring major investment decisions. No attempt 
appears to have been made to carry out cost com- 
parisons which could serve as a guide to the appro- 
priate levels of investment, at least in basic industries. 
Another question, to which no answer, theoretical or 
practical, seems so far to have been given, is whether 
prices should play a more important role in deter- 
mining flows of trade in manufactures. If the answer 
were in the affirmative, the further question would 
still arise—how this can be achieved in view of 
differences in price structures and exchange rates 
which do not adequately reflect the relative purchasing 
power of national currencies. 


6. FUEL AND ENERGY 


Differences in Total Energy Supply 


The broad estimates of total output of energy 
presented in Table 17 show that in Czechoslovakia 
and eastern Germany the rate of increase foreseen 
for the current 5-year period is approximately equal to 
that actually achieved from 1950 to 1955. It seems, 
however, that the increase planned for eastern Ger- 
many can be achieved only at sharply increasing 
costs. In Poland, the planned increase—some 20 
per cent—is modest in comparison with the expected 
development of the economy as a whole; the pos- 
sibilities of recruiting more manpower for the mines 
are very limited, and the expansion of production 
will therefore have to come about through a much- 
needed, but also very expensive, modernization of 
the coal-raising equipment. As a result of these 
difficulties, the Polish export surplus of coal, on which 
several other countries of the region rely for supple- 
menting their energy supplies, may have to decline. 
Hungary is in the most difficult position with regard 
to output of energy, per capita production being even 
somewhat lower than that of Rumania, in spite of a 
higher degree of industrialization. Even on the 
assumption that the recent disturbances would not 
prevent the realization of the production target, the 
increase in domestic energy supplies planned in 
Hungary would seem to imply an increasing depend- 

-ence on imports in this Plan period. 

The Soviet Union is in an intermediate position, 
with a per capita output of all forms of energy in 
1955 of some 2.5 tons in terms of hard-coal equivalent. 


41 The Plan includes the construction of the Schwarze Pumpe 
brown-coal plant, the cost of which will be equal to about one- 
fifth of total investment under the First Five-year Plan. This 
project is the biggest of those necessitated by the shift of brown- 
coal mining to the newly opened Senftenberg region. 


But the potentialities for expansion are incomparably 
better in the Soviet Union than elsewhere. The 
Sixth Five-year Plan foresees an increase of production 
by no less than two-thirds, which would bring output 
per head near to the level obtaining in the more 
highly industrialized countries such as Czechoslovakia 
and eastern Germany. In spite of the easier energy 
situation of the Soviet Union, there appear to be no 
net exports of energy or fuel to the countries of eastern 
Europe ;“? nor do such exports seem to be foreseen 
for the period 1956 to 1960. 


42 Net exports of oil, if any, appear to be small and are 
certainly more than offset by net imports of some four million 
tons of coal. 


TABLE 17 
Production of primary sources of energy 


In terms of hard-coal equivalent 


Production per head 


Total production of population 


Country Millions of tons Tons 

1950 1955 1960 1950 1955 1960 

Actual Actual Plan Actual Actual Plan 
Czechoslovakia . 33 45 62 72 25) 4.7 
Eastern Germany 44 60- 78 2.4 3.4 4.4 
Hungaty 2 =. = 9 14 18 1.0 1.4 1.8 
Poland... 235: 80 98 116 Buz 35) 3.9 
Rumania... . 14 26 39 0.9 1.4 2.1 


Sources: See Appendix В. 


Note. — The figures refer to the calorific content of the primary sources 
of energy produced (including losses). No account has been taken of the 
relative efficiencies of different kinds of fuel. A specification by main sources 
of energy is given in Appendix Table XXVIII. ; 
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TABLE 18 


Production and capacity of electric power plants 
a 


PRODUCTION 


Ratio of percentage 


CAPACITY Е I 3 
increase in generating 


capacity to percentage 


Country Million MWh _ Percentage increase 
1955 1960 1950 to 1955 to 

Actual Plan 1955 1960 Plan 
Czechoslovakia 15.0 75-5) 61 69 
Eastern Germany 28.7 44.0 47 53 
А Боос 5.4 8.4 80 56 
РИ! объ ово 17.8 29.9 89 68 
ПЕНИЕ нс ов bee 4.3 8.0 105 86 


Sources: Plan documents and plan fulfilment reports. 


The fact that the energy situation is strained, 
although in varying degrees, throughout eastern 
Europe 43 makes it difficult to relieve the pressure 
much through an expansion of trade in fuel within 
the region. It is also striking that the limited trading 
in fuel forces countries to a wasteful utilization of 
their own resources, such as the production of liquid 
fuels out of brown coal in eastern Germany, contrast- 
ing with the use of oil for steam-raising in Rumania. 
There may be a case, therefore, both for more intensive 
exchanges of fuel and energy among these countries 
and for some co-ordination of investment plans with 
a view to avoiding the creation of new capacities for 
especially energy-intensive industries, such as alumi- 
nium, in those countries where the supply of power 
is particularly inelastic.44 This problem may have 
been ventilated in the preliminary discussions on 
plan co-ordination, but the actual plans, so far as they 
have been published, do not reflect any practical 
results. 


Another obvious conclusion to draw from the 
general situation of power shortage in eastern Europe 
is that it is important to increase efficiency in the 
transformation of fuel into electrical energy and gas. 
One important reason why the cost of producing fuel 
is likely to increase is that, under the pressure for a 
quick expansion of output, investment in coal mining 
(and oil extraction) has hitherto tended to be con- 
centrated on the extraction process itself. In the longer 
run, ancillary investments in miners’ dwellings cannot 
continue to be neglected without adverse effects on 
output and, in addition, the cost of extraction will 


‘8 Bulgaria and Albania are exceptions, at least for the time 
being. 

44 A striking example is Hungarian production of aluminium 
with the help of thermal electricity. 


Thousand MW Percentage increase 


increase in production 


1955 1960 1950 to 1955 to 1950 to 1955 to 

Actual Plan 1955 1960 1955 1960 
| 

Shi 5.4 46 75 O75 1.09 
5.2 8.2 20 58 0.43 1.09 
1.0 ый 40 * 63 0.50 ДО 
ahs 1.18 
0.76 0.65 


0.79 


increase owing to the gradual exhaustion of the mines. 
This prospective increase in the cost of producing fuel 
naturally makes investment in modern generating 
equipment, as well as other fuel-saving investments, 
all the more profitable. 


Production of Electricity 


In Hungary and eastern Germany, a large share 
of the available fuel (25 to 35 per cent) is transformed 
into electric energy. Elsewhere in eastern Europe this 
share is far lower ; and there is thus much room for a 
further shift towards electricity, and for a number of 
years a rapidly increasing share of the total supply of 
fuel must be devoted to the production of electric 
power. 


The increases in electricity production foreseen 
during the period 1956 to 1960 range from 55 to 
90 per cent (Table 18). These rates of growth are 
broadly similar to those actually reached in the 
preceding five-year period, but installed capacity rose 
at a considerably slower pace. In other words, the 
increase in output was achieved largely by an increased 
efficiency of generating equipment, made possible by 
a reduction of the peak load by means of different 
time-tables for the various categories of consumer. 
Even so, industrial production was frequently held 
up by electricity bottlenecks. 


Between 1955 and 1960, capacity is planned to 
increase at a higher rate than output in all the 
countries except Rumania; but it is only in the 
Soviet Union that the margin is so large that 
there will be considerable scope for any obsolete 
generating equipment to be put in reserve or even- 
tually scrapped. 


TABLE 19 
Fuel consumption in thermal plants 


Calories per kWh generated 


Country 1950 1953 1954 1955 1960 
Plan 
Czechoslovakia 4480 4291 4040 3410 
Eastern Germany о. 25 es 5650 4915 
UN Salve ee 5142 5155 5034 4731 
Poland ая 4660 4401 4045 oe 
Rumania’ . . >>. A ar =: 4550 3700 
WSS Rigas ed © ap we 3794 3570 3479 3353 2800 


Sources : See Appendix В. 


a Average for production in stations of the Ministry of Electric Power. 
This covers some 70 per cent of total output of thermal electricity. 


The need for such renewal and modernization of 
the generating equipment can be gauged from Table 19, 
which shows that in the eastern European countries 
fuel input (in terms of calories) per kWh generated 
continues to be far higher than in the Soviet Union.*** 
Even if the improvement envisaged for eastern 
Germany and Rumania were realized, fuel consump- 
tion in 1960 would still be considerably higher than 
the corresponding figure for the Soviet Union in 
1955. Thus, within the framework of co-ordinated 
planning, there would seem to be a good case for 
giving eastern Germany and Hungary a high priority 
in the distribution of the modern generating equipment 
becoming available. The negotiations which have so 
far taken place, however, seem to have envisaged an 
agreed distribution of production and investment 
tasks, but scarcely the international allocation of 
commodities in short supply. 


There has been much discussion in eastern Europe 
in recent months of the relationship between growth 
rates for industrial production and for production 


45-46 The Soviet figure shows a high efficiency by any standard 
It is not quite clear, however, whether it is fully comparable 
with the figures quoted for the other countries. 
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of electricity during the years 1956 to 1960. In all 
countries of eastern Europe (but not in the Soviet 
Union 47) the output of electricity increased from 
1950 to 1955 at a lower rate than did gross industrial 
production (see Table 20). This is somewhat sur- 
prising against the background of recent trends in 
practically all western European countries. Part of 
the explanation is probably purely statistical—that 
the indices of gross industrial production had an 
upward bias during this period, owing to an increasing 
amount of double-counting. For the period 1956 
to 1960, the rate of increase of electric power output 
is planned to be distinctly higher than that of industrial 
production.*® Indeed, an increase in industrial 
consumption of electricity per unit of output would 
seem to be inescapable if the high targets for output 
per man in industry are to be reached. 


47 Albania was also an exception. 


48 Eastern Germany is an exception. For the period 1950 to 
1955 the particularly wide discrepancy in eastern Germany can 
be explained partly in terms of a changed composition of 
industrial output towards less energy-intensive branches. 


TABLE 20 


Production of electric power in relation 
to industrial production 


Ratio of percentage increase in 
electric power production 
to percentage increase 


Country in gross industrial output 
1950 to 1955 1955 to 1960 

Actual Plan 
Ааа ies ee ee 1.63 0.90 
Czechoslovakia .. . 0.87 1.36 
Eastern Germany . . 0.52 0.96 
Hungary eee. one 0.78 ails) 
Poland. ake aie 0.75 1.28 
RUA eee 0.91 1.37 
О иене 1.02 ies) 


Sources; Plan documents and plan fulfilment reports. 


7. THE PENDING REVISION OF THE PLANS 


It was mentioned earlier in this chapter that the 
long-term plans as originally drawn up foresaw 
increases in national income not far below those of 
the preceding period. The economic experience of the 
eastern European countries since the early post-war 
years shows that, for a number of years, remarkably 
high rates of growth of total output can be achieved 
as a result of concerted efforts to mobilize the existing 
manpower resources while limiting the increase in 
consumers’ purchasing power. But experience also 


suggests that rates of increase like those registered in 
eastern European countries in the preceding quin- 
quennium cannot be sustained for a long period, once 
the reserves of the economies, in the form of under- 
employed labour or capacity, have been drawn upon. 

As seen in the foregoing sections, the problematical 
feature of the original plans for the 1956 to 1960 
period is the contrast between very high rates of growth 
for industry and modest increases in industrial man- 
power. The question whether such spectacular 
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increases in output per man could be realistically en- 
visaged was partly answered by the actual economic 
results in 1956, the first year of the new plan period: 
as described in Chapter I, investment failed to reach 
the plan targets for that year, and in some countries 
the margin between plan and fulfilment was so wide 
that a scaling-down of the five-year plans would 
probably have become necessary for this reason alone. 


In addition, political events have influenced plan- 
ning in three respects. First, demands for a more 
rapid increase in real wages have been voiced in 
several of the countries. Secondly, efforts to co- 
ordinate the national plans with each other were 
inevitably disturbed by developments in Poland and 
Hungary during the latter part of 1956—while some 
of the plans were still only in rough outline—and this 
may have delayed the elaboration of more complete 
and final plans. Thirdly, in Poland, and to a lesser 
extent in some other countries, important questions 
concerning the scope and methods of economic plan- 
ning came up for reconsideration during 1956. 


At the time of writing, little quantitative informa- 
tion is available about the changes which will even- 
tually be made in the five-year plans. Only the broad 
direction of the changes can be gauged from the rele- 
vant official statements. 


According to these announcements there appear 
to be two main intentions behind the decision to 
revise the plans—a scaling-down of targets which in 
the light of experience in 1956 now appear to have 
been set too high, and secondly, an adjustment of the 
targets so as to enlarge the scope for a more rapid 
improvement in consumption levels. Strictly speaking, 
these two lines of approach cannot be clearly distin- 
guished, for the plans as originally drafted certainly 
did call for a very substantial increase in real wages. 
It may be more pertinent, therefore, to say that the 
revisions now being undertaken aim at adjusting the 
plans in such a way that the increases in standards of 
living originally foreseen can actually take place. 
These increases, as mentioned earlier, were planned to 
be of the order of 514 to 6 per cent annually. This is 
probably about the maximum rate of increase in real 
wage rates which is attainable in any event, unless 
there were exceptional opportunities of adjustment 
through foreign trade. 


With important exceptions which will be mentioned 
further below, the intention seems to be to modify the 
composition of investment rather than to lower the 
over-all rate of investment. This also appears to be 
the more rational procedure. A cut in the rate of 
investment, although it may be unavoidable in a 
difficult situation, can provide immediate relief for the 
consumer only at the expense of a slower increase in 
consumption in the near future; and this immediate 
improvement may involve also some immediate loss of 


over-all output, owing to the difficulties of effecting 
transfers of productive factors. 


Of course, this general description does not entirely 
fit any particular country within the region. The scope 
and intentions of the plan revisions differ from one 
country to the other, depending on recent economic 
trends, the foreign trade situation and actual or con- 
templated changes in economic policy. 


The December 1956 resolution by the Central 
Committee of the Communist Party of the USSR dealt 
primarily with the need for improving planning 
methods, by giving more responsibility to the govern- 
ments of the various republics and, more generally, 
by eliminating excessive centralization and by stimu- 
lating a more lively participation of trade unions 
in the detailed formulation and execution of the 
production plans. 


As regards the quantitative targets of the Sixth 
Five-year Plan, the resolution calls for more precise 
specification and for a correction of individual targets. 
A special difficulty stressed by the resolution is the 
tendency for investment activity to outrun the flow 
of materials and fuel, with the result that the produc- 
tion process is frequently interrupted.*® The resolu- 
tion calls for an increase of stocks in industry and for a 
curtailing of the list of construction projects, mainly 
at the expense of newly started projects. The concen- 
tration of investment efforts on fewer undertakings 
seems to have the double purpose of unfreezing stocks 
of materials hitherto hoarded on many construction 
sites,°° and of hastening—during a certain period of 
transition—the rate at which investment undertakings 
are completed. 


While the exact scope of the changes in the targets 
of the Soviet Plan still remains to be зееп, 50° it is 
already clear that the Plan for eastern Germany is 
in for a thorough overhaul. The change will primarily 
consist in a severe cut in investment—or rather in not 
carrying out the spectacular increase of investment 


49 The resolution complains that the authorities “do not 
make provisions for sufficient resources of raw materials and 
fuel, and undertake unnecessarily big construction programmes 
which create excessive strain in fulfilling the programmes; in a 
number of instances, there are omissions and mistakes in the 
plans. This disrupts the regular functioning of enterprises and 
causes work by fits and starts, and hold-ups, while in the sphere 
of construction it results in a scattering of the available funds 
over numerous newly begun projects, in prolonged building 
time, in greater construction costs and in violations of the set 
time limits within which new projects are to be completed.” 
(Pravda, 25 December 1956.) 


5° Enterprises are frequently criticized for holding stocks of 
materials in quantities above those authorized as necessary for 
the production process (such hoarding, despite the penalties 
of high interest on the finance of stocks, seems to be the outcome 
of an irregular supply service). In 1955, stocks of equipment not 
yet installed amounted to 13 billion roubles (or half the annual 
supply of all new equipment). 


501 The Soviet Plan for the year 1957 is discussed in Chapter I. 


3—а—_—Да——ы=——=———ыы—ыЫы———5—ы—ыы=——ы=ыы—_——ы—ы—ы“— 


which had first been planned. The magnitude of the 
change can be gauged from the new 1957 Plan, which 
foresees state investment of 6.5 billion DM, as against 
a figure of 10.5 billion DM in an earlier plan for that 
уеаг." The mobility of productive factors is hardly 
sufficient for investment to be varied within such wide 
limits without great losses in efficiency, so that an 
adjustment of this order of magnitude cannot be the 
reflection merely of a change of policy. It also implies 
an acknowledgement that the original plan was 
unrealistic, even within the framework of its own 
policy premisses. 


In Czechoslovakia it has been announced that the 
Plan will be modified so as to secure an improvement 
in the standard of living. As in the Soviet Union, the 
need for a more regular flow of raw materials and for 
improvements in planning methods is being stressed.*? 
In Rumania it seems that the targets for industrial 
production will be reduced, and there will be a shift 
towards equipment and materials which promise an 
early return in the form of consumer goods. The total 


51 This may be compared with planned and actual investment 
in 1956 of 7.0 and 6.0 billion DM respectively. 


52 Мг. A. Zapotocky, Rudé Ргауо, 5 January 1957. 
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planned volume of investment will be cut somewhat, 
it seems, while its composition will be modified by 
concentrating on the early completion of a limited 
number of projects.® 


The new Polish Plan which is being elaborated for 
presentation to the Sejm is likely to be very different 
from the first outline. The newest figure for invest- 
ments in 1957 may give an impression of the direc- 
tion of the changes. Total investment—including 
private investment—is to remain at the 1956 level of 
some 47.5 billion zlotys, as against an originally 
planned figure of 53.3 billion zlotys, but its composi- 
tion is to change significantly: sharp increases of 
investment funds for building material industries and 
for agriculture (in both cases to be channelled largely 
to private producers), a fairly large increase for light 
industries, and unchanged or reduced investment 
funds for the engineering, metal and chemical 
industries. Within “ unproductive ” investment arma- 
ments and administrative buildings are to be cut, while 
investment in primary schools and hospitals is to 
increase faster, as compared with 1956, than any other 
group of investment projects. 


53 Mr. Gheorghiu-Dej, Scinteia, 30 December 1956. 


Note. — Tables XXI to XXVIII in Appendix A give additional information 
on the subject matter of this chapter. 
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Chapter IX 


THE DISTRIBUTION OF PERSONAL INCOME BY SIZE 


Two facets of the distribution of income have been 
studied in Chapters VII and VIII: the distribution of 
income by industry of origin and by factor shares. 
This chapter examines a third aspect of income 
distribution—namely, the distribution of personal 
income by size. Here the incomes of persons from 
work in any sector (including their incomes from 
property and from transfers) are grouped according to 


size for the economy as a whole, or for occupational 
and industrial sub-groups, and attention is focused 
on the inequality of incomes and the demographic 
and economic factors which tend to make personal 
income distributions more equal or less equal. In the 
first instance, incomes before tax will be considered, 
but the re-distributive effects of direct taxation will 
later be taken into account. 


1. INTRODUCTION: DEFINITIONS AND COVERAGES 


The Concepts of Income and of Income Recipient 


The definition of income and of the recipient unit 
is clearly of great importance in the interpretation of 
size distributions of income, and the choice of con- 
cepts would in theory depend very much on the 
purpose of the study undertaken. In practice, there 
is no choice but to accept the definitions used in the 
published material, which are derived almost ex- 
clusively from tax returns. The definitions depend, 
therefore, on the existing tax laws and differ not 
only from one country to another, but possibly 
also from one period to another in the same country. 
In none of the courtries examined? does published 
information, or such supplementary information as 
could be obtained, make possible adjustments which 
would significantly improve the comparability of the 
data. 

The concept of income used is a fairly wide one, 
generally covering total income from all sources, 
less losses and expenses incurred in acquiring the 
income. Income is sometimes shown net of national 
insurance contributions; in other cases all types of 
insurance contributions are permissible deductions up 
to a certain maximum limit beyond which tax on such 
distributions is payable, and there is a special case 
(Denmark) where income reported is also net of all 
direct taxes paid, other than the state tax on income. 


1 The latter is true to the extent that the income shown is net 
of permissible allowances of one kind or another up to a maxi- 
mum limit and there has been a change in this limit over time 
or a change in the type of deductions allowed. 

21.е., Denmark, western Germany, the Netherlands, Sweden 
and the United Kingdom. 


The data on the distribution of income after tax 
show pre-tax income minus taxes paid on income to 
the central government, except in the case of Sweden, 
where for the years 1935 to 1948 all direct personal 
taxes are deducted. 


The income concept used in the distributions for 
industrial and occupational sub-groups—referred to 
throughout this study as partial distributions—is the 
same as in the aggregate pre-tax distributions for the 
Netherlands and Sweden; in the case of Denmark the 
partial distributions show after-tax incomes only. 


As to the recipient unit, the combined income of 
married couples is everywhere counted as one income, 
except in the Swedish partial distributions, where 
married women’s earnings are counted separately. 
Dependent children’s earnings are counted with those 
of their parents in Sweden. In the United Kingdom 
and Denmark they are recorded independently, and 
this is also true of the pre-war Dutch distributions. 
In the German data and in the post-war data for the 
Netherlands, dependent children’s income from 
sources other than employment is counted with 
parents’ income, while income from employment is 
recorded separately. 


The Countries covered 


The coverage, in respect both of countries and of 
years considered, is far less satisfactory than in the 
preceding chapters. While in recent years there has 
been significant progress in a number of countries in 
the collection of data relating to size distributions of 
income, comparable information going back over a 
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period sufficiently long to lend itself to analysis—an 
early post-war or a late pre-war year—is_ scarce. 
Information of this type is available virtually only in 
tax returns. In the case of most European countries 
the income covered by size-range data constitutes such 
a small part of aggregate personal income (as derived 
from national accounts estimates),* and the persons 
considered account for such a limited proportion of 
the earning population that they cannot be used as 
indicators of size distributions of income for the 
economy as a whole. 


Nor can tax data be relied upon to reveal the shifts 
which have occurred in the size distribution within a 
segment of personal income, because the extent to 
which the data are affected by changes in taxation may 
often be sufficiently important to obscure completely 
any real or non-statistical changes in the distribution. 


These shortcomings are so general in the available 
statistics of European countries that there are only five 
countries for which the data give a reasonably reliable 
indication of changes in the size distribution of 
aggregate personal income. These countries are the 
United Kingdom, western Germany, the Netherlands, 
Sweden and Denmark. For these five countries 
distributions relating to total personal income before 
tax and (except for Germany) after tax are here 
analysed. For the Netherlands, Sweden and Denmark 
the distribution of income by size within groups 
classified according to industrial attachment, occupa- 
tional status and other socio-economic characteristics 
will also be examined. 


The distributions compare the latest available year 
with an early post-war year and wherever possible a 
late pre-war year, but the years do not coincide for all 
countries.° 


Coverage in Respect of Income 


The data are far from satisfactory even for the five 
countries for which a comparison with a pre-war year 
is possible, since they are based essentially on tax 
returns and suffer in varying degree from many of their 


3 Population censuses and consumer surveys are important 
sources of personal income data in some countries. It is difficult 
to use this material, however, as the definitions adopted with 
respect to income and the income recipient usually differ impor- 
tantly from one Survey or census to the next. Also these defini- 
tions differ from those used in tax returns so that Survey or 
census material can rarely be used to improve the latter. 


4 Thus, for instance, in France, tax return data on size dis- 
tribution cover less than 20 per cent of total personal income, 
while in Italy there are no official data relating to size distribu- 
tion of income whatsoever. 


5 They refer for the United Kingdom to 1938, 1949 and 1955; 
for pre-war Germany to 1936 and for western Germany to 1950; 
for the Netherlands to 1939, 1946 and 1950, and with respect to 
partial distributions to 1946 and 1950; for Sweden to 1935, 1945, 
1948 and 1954, and for partial distributions to 1945 and 1954; 
for Denmark to 1939 and 1952, and with respect to partial dis- 
tributions to 1939, 1948 and 1953. 


limitations. The most serious of these shortcomings is 
that they cover a varying and unknown percentage of 
income recipients and of total income each year. It 
will be seen from Table 1 that from 15 to 20 per cent 
of aggregate personal income is left out in the distribu- 
tions shown; for Denmark the proportion exceeds 
30 per cent. 

The income omitted consists partly of income which 
cannot easily be attributed to income ranges, such as 
investment income of non-profit-making institutions 
and life insurance, superannuation funds, etc. Second- 
ly, there is income left out because of legal ипдег- 
estimation on the part of the beneficiary, such as 
various types of imputed income ® (e.g. income in 
kind of domestic servants and farm labourers, con- 
sumption of own produce in agriculture, income 
imputed to owner-occupied dwellings, ctc.). Fraudu- 
lent under-declaration is alsoimportant; the amounts 
involved are thought to be as high as 10 to 15 per cent 
of the total reported income, except perhaps in the 
United Kingdom.’ 

It is a general feature of the size-range statistics of 
all the five countries that they leave out these types of 
income,® and there is little information on which 
estimates of the magnitudes involved could be based. 
But it is certain that they account for the greater part 
of the 15 to 30 per cent gap between aggregate personal 
income and the total given in the statistical 
distributions. 

Finally, certain types of income, or the income of 
certain categories of recipients, are not taken into 
account. The importance of this factor varies con- 
siderably from one country to the other, depending on 
the tax laws and on the extent to which the basic data 
have been adjusted to bring in income omitted and to 
obtain comparability over time. From the detailed 
account of the coverage of the data for each country 


8 There are several other differences between valuation 
methods used in reporting income for taxation purposes and 
those used in national accounts estimates, which would make 
for discrepancies between the totals for personal income obtained 
from the two sources. Thus the treatment of depreciation 
generally differs, and the averaging over several years of income 
and losses which are permitted for taxation purposes in some 
countries may give quite different results from national income 
estimates, particularly for agriculture and other industries where 
small non-corporate enterprise predominates. Also capital gains, 
which are excluded in national accounting, are partly taken into 
account (e.g., in the Netherlands and Denmark) in income 
reported for taxation purposes. 


7 For estimates of tax evasion see Het Nationale Inkomen 
van Nederland 1921-1939, Centraal Bureau voor de Statistiek, 
Utrecht, 1948, р. 11, (Netherlands); М. Ussing, “ En fordeling 
af skatter og sociale ydelser i 1949 paa sociale grupper”, Socialt 
Tidsskrift, No. 7-8, 1953, p. 231 (Denmark); D. Seers, The 
Levelling of Incomes since 1938, p. 44 (the United Kingdom); 
and К. Bentzel, Inkomstférdelingen i Sverige, Uppsala, 1953, 
p. 63 (Sweden). 


р. Except in the case of the Swedish data for 1935-1948, 
which have been adjusted to obtain a very complete coverage. 


The development since 1948 has been indicated by distributions 
giving taxpayers’ income only. 


given in Appendix В, it can be seen that in most 
countries income considered is net of expenses in- 
curred in acquiring the income, life insurance pre- 
miums and employees’ contributions to social security. 
Old-age benefits and relief, military pensions and 
similar receipts are also generally excluded, either 
because they are allowable in reported income or 
because the beneficiaries in most cases fall below the 
tax exemption limit. 

Other incomes below the tax exemption limit are 
included in the British, Swedish and Danish data only. 
For the first two countries, the basic data have been 
adjusted 3 to obtain fuller coverage, while in Denmark 
the original tax records cover all income recipients 
down to the zero income level. In the case of western 
Germany and the Netherlands the incomplete coverage 
affects mainly income from sources other than depen- 
dent employment ; the German data have been 
adjusted to include wage and salary earners omitted 
in the wage tax returns, and in the Netherlands post- 
war tax returns on wages and salaries record incomes 
down to a very low level, while for pre-war years 
estimates are available of incomes below the exemption 
level earned by economically active persons. It is 
therefore only the aggregate distributions for Sweden 
in 1954 and the partial distributions for 1945 and 1954 
that completely ignore incomes below the tax 
exemption limit.!° 

There is no satisfactory way of dealing with the 
problem of the exemption limit. An adjustment of the 
data to cover only income above an exemption limit 
held unchanged in terms of constant prices removes 
only part of the problem, as the coverage of the data 
would change with changes in the level of real incomes. 
Any such adjustment of the exemption limit would in 
any case be a very arbitrary operation, because it 
would involve splitting up a usually very big lower 
group of incomes, the internal distribution of which 
is completely unknown. Moreover, tax exemption 
limits normally depend on the burden of dependants, 
and details about family size in taxation statistics are 
very scarce. 


Coverage in Respect of Recipients 


The coverage of the data is generally fuller for 
income recipients than for amounts of income, as is 
to be expected. The income recorded for taxation 


® For ‘Sweden, see Bentzel, Joc. cit. : for the United Kingdom 
the estimates are those of the Centra! Statistical Office. 


10 In Sweden the tax exemption limit in state taxation of 
income was roughly doubled by increasing permissible allow- 
ances between 1945 and 1954. The price rise over the same 
period was of the order of 50 to 60 per cent. It is likely, therefore, 
that the coverage of the partial distributions for Sweden has 
not increased, and perhaps even decreased in spite of price 
inflation. As far as the over-all distributions for 1948 and 1954 
are concerned, it should be noted that there was a decline in the 
number of incomes reported over this period. 
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TABLE 1 


Coverage of size-range data 
о ЕН roe 1 


Coverage in respect of 


Country Year 
Amount of | Number of 
income 4 incomes В 
United Kingdom . | 1938 86 92 
1949 84 97 
1955 84 98 
Pre-war Germany . | 1936 ca. 80 ae 
Western Germany . | 1950 ca. 80 80 
Netherlands .. . | 1938 85 79 
1946 83 74 
1950 79 79 
Denmark .... | 1939 63 88 
1952 68 97 
ЗСО овес 1935 са. 100 100 
1945 са. 100 100 
1948 са. 100 100 
о 84 91 
1954 | tax returns 82 85 


Sources : See Appendix В. 


a Income covered in size-range statistics as percentage of total personal 
income as defined in national income statistics. 

5 Number of income recipients as a percentage of the population aged 15 
and over, excluding married women. 


purposes is rarely the total of a person’s income, and 
certain types of income, such as that of non-profit- 
making institutions, cannot be allocated by size 
ranges. The degree of coverage as measured in 
Table 1 cannot, however, be expected to reach one 
hundred per cent 1? as it is clear that not every person 
aged fifteen and over (excluding married women) has 
a separate income. It is also evident that the inter- 
country and inter-temporal differences revealed in the 
second column of Table 1 reflect not only differences 
in the degree of coverage, but also the fact that young 
people go to work earlier in one country than in 
another and that activity rates of young persons 
change over time.1* Furthermore, the proportion of 
old persons having separate incomes varies between 
countries and over time. 


11 An alternative way of measuring coverage would be to take 
the total of income recipients reporting, plus their dependants, 
as a percentage of the total population. This can be done for 
the Netherlands and gives a coverage of 97 per cent in 1950. If 
the number of dependent children, the total of which exceeds 
the entire population in age groups below 19 years, is reduced 
by the number of persons below 19 years reporting separate 
incomes, the coverage for 1950 amounts to 93 per cent. 

12 The very full coverage of the Swedish data for the period 
1935 to 1948 results from the fact that the estimates (made by 
Mr. R. Bentzel) have been based on the assumption that the total 
of persons aged 15 and over, excluding married women, have 
separate incomes. 

18 See the Survey for 1955, page 125. 
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2. THE INEQUALITY OF INCOMES BEFORE AND AFTER THE WAR 


In most north-western European countries total 
personal income, which includes transfers, is slightly 
larger than total national income, but the develop- 
ment in the two magnitudes has been very similar 
since the late pre-war period. Table 2 shows the 
trend of personal income per head at constant prices 
since before the war, and serves as a background 
against which the changes in the size distribu- 
tion of incomes must be seen. Attention will 
therefore be centred on the changes in real income 
between the years for which distributional data are 
shown. 


The country which experienced the most pronounced 
changes is Sweden, where personal income per head 
in 1954 may have been 80 per cent greater than in 1935 
(a year for which real income data are not available). 
Even since 1948 per capita real income had increased 
by 21 per cent, while the rise since 1945 (the year 
examined in the partial distributions) may have been 
as much as one-half. The increase in personal income 
per head in the United Kingdom and Denmark since 
before the war is more modest—14 and 7 per cent 
respectively—with a somewhat bigger increase since 
1948. 


In the Netherlands 1950 shows little improvement 
over pre-war, but the rise between 1946 and 1950 has 
been of the order of 25 per cent. Western Germany is 
clearly a special case, as national income per head 
in 1950 had only just recovered to the pre-war level. 
Marked progress has been made since then, however; 
per capita national income in 1956 was more than 
50 per cent larger than in 1950. 


TABLE 2 


Indices of real personal income per head 


1938 = 100 
Year me on ay a Bets Denmark Sweden 4 

пы ое 96 a 99 97 132 
ео aon 98 84 101 100 133 
LO SO metered. 100 94 99 102 137 
[O35 lee Aesyh 6 100 104 99 99 141 
19528 swt 102 109 101 103 150 
LOSS ue erey 106 115 110 107 154 
1954 4038 |: 110 123 117 109 160 
LOS Signe ase 114 135 126 


Sources : See Appendix В. 
а Data relate to national income; base year 1936. 
Ь Base year 1938/39. 


Measuring Inequality 


Changes in the size distribution of income will be 
studied mainly with regard to changes in the relative 
rather than in the absolute distribution. This is 
desirable because the study is concerned with several 
countries and, for each country, with years separated 
by periods of marked price changes. Three problems 
will be examined: first, whether the distribution of 
income has become more or less equal over the period 
studied ; secondly, over which ranges on the income 
scale the most important shifts have taken place ; 
and, finally, how the position at the two extremes 
of the scale has changed. 


The degree of inequality is illustrated by means of 
Lorenz curves which show the percentage of aggregate 
income received by a given percentage of recipients 
arrayed by the size of their income. The degree of 
inequality is measured by the associated coefficient 
of inequality, which is the ratio of (a) the area between 
the Lorenz curve and the diagonal of fully equal 
distribution to (b) the area of the whole triangle 
under the diagonal. “ Maximum equalization рег- 
centages ” have also been calculated which indicate the 
percentage of total income which would have to be 
transferred from higher to lower income ranges if 
complete equality were to be obtained. Higher 
coefficients indicate greater inequality. 


The well-known shortcomings of inequality coeffi- 
cients should be kept in mind in interpreting the data. 
The standard of perfect equality against which 
existing inequality is measured represents in no way 
a distribution which on economic, social or political 
grounds could be considered as an ideal or optimum 
one. The standard sets a clearly unrealistic distribu- 
tion, in which the criterion of equality applies to the 
unit on which the empirical distributions are based 
without making any allowance for inequality which 
would be justifiable or desirable when account is 
taken of age, experience, skill, risk and similar factors. 
Thus, in the case of the distributions which classify 
married couples’ earnings jointly and children’s 
earnings generally separately, the standard against 
which inequality is measured requires that the earnings 
of youngsters in part-time employment (in so far as 
they are included in the empirical distribution) should 
equal the total of income earned by married couples 
where both parties are in full-time employment. 


Furthermore, the fact that a completely equal 
distribution is used as a basis of reference means that 
the Lorenz curve and the associated inequality 
coefficient are highly insensitive to anything but very 
big changes in the distribution. Thus, significant 
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CHART 1 
Distribution of income before tax 


Lorenz curves 


UNITED KINGDOM NETHERLANDS 


WESTERN GERMANY 


i т т 


1950 
| = TE 


Sources : See Appendix В. 


Norte. — Horizontally: percentage of income recipients 
with an income lower than X. Vertically: percentage of 
total income received by income recipients with an income 
lower than X 
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TABLE 3 


Percentage distribution of total income before tax by decile and percentile groups 


Deen a a 


United Kingdom MSE Netherlands | Denmark Sweden 
1938 1949 1955 | 1936 1950 | 1938 1946 1950 | 1939 1952 | 1935 1945 1948 | 1948 а 195 
| 
Decile groups : 
(ae 1 1 His a 1.4 7 |2 о 
Pe ee loa 2 3 В eee 3.3: ae 
a es 4.3 4 4 о ee, 160 3711440 | МН 
ре ред 33.2 5 a т ome 5.6 l 5.4 | 49 56| 5906 
т, и И 7.5 64? AY 1 67 13 7 Se 
Sele Me Ge? 8.0 85 9 80 85 | 88 | 67 86 90| 90% 
А 95 591 osm 11 83 93 98| 90 1061 90 106 114 | 106 м 
7 а. oa, 108126 | по 12 | 10.7 Mig ит 02 ese а а 
нат 120-4145 144 | 14 14 |138 2149. 140 |159 [7 = 1466 165 Wes seems 
р И 38:0 330 293 | 30 34 |387 383 350 1-376 307 | 395 341 303 300011 
о 100 100 100 |100 100 |100 100 100 |100 100 [100 100 100 [100 100 
Percentile groups: 
И 40 44 | 53° 50 | 45 953. 46.) 48] 400525 80: ВАЗЫ Se 
02'5205. ре ee Е LC ыы | 62." 56 54-15 0 
Е tue 67. 64 160. |369 1 6573 31.169 | бт 66 т 0 
97.5—98.75.... | 51. 46 53. | 5.3 10491053 “64 1481150. “ap esse sis ВИ 
98.75-100 ... .| 177 124 89 | 157 124 | 163 02% 129150 подала See ООО 
по". @e., 38.0 330 293 | 390 3401387 383 350 | 376 3071 395 м2 0 
Inequality coefficient . . | 0.43 0.42 0.41 | 0.49 0.45 | 0.48 0.50 0.45 | 0.50 0.44 | 0.54 0.48 0.44 | 040 03 
Maximum equalization 
Percentacen en ee, Fee 30 28 27 34 31 33 35 31 36 31 38 33 31 28 26 


Sources : See Appendix В. 
а Data are based on unadjusted tax records. 


improvements in the position of low versus high income 
ranges may take place with a movement of the curve 
towards the line of equality which would hardly be 
perceptible visually and with a reduction in the 
inequality coefficient of only a few percentage points. 
To overcome this disadvantage, and in general to 
bring out shifts over the income ranges which are 
difficult to read off the curve on the scale used, tables 
have been constructed showing the share of total 
income held by decile, and at the upper extreme of 
the distribution, by percentile groups. These income 
shares which have been derived from the curve are 
subject to rather large errors, since the number of 
known points on the curve is limited. Details on the 
distribution within the lower income ranges are 
completely lacking for most countries. 


Finally, it should be emphasized that in what 
follows no account is taken of changes in real incomes. 
It is only if price changes can be assumed to have 
affected incomes in all ranges in a similar manner that 
an unchanged inequality coefficient or a stable Lorenz 
curve can be interpreted to mean that the degree of 


inequality in the distribution of real income has not 
changed. 


Lorenz curves for the over-all distribution of 
income before tax in different years are shown for 
five countries in Chart 1, and Table 3 gives the asso- 
ciated measures of inequality as well as the percentage 
distribution over decile and percentile groups derived 
from the curves. Only for western Germany, Sweden 
and Denmark are the post-war curves distinctly closer 
to the line of equality than the pre-war curve. The 
shift is particularly marked in the Swedish distribu- 
tions for the period up to 1948, which might be 
expected in view of their very full coverage in respect 
of low incomes. The pre-war and the early post-war 
curve for the Netherlands intersect, while there is a 
clear movement in the direction of greater equality 
between 1946 and 1950.14 In the case of the United 
Kingdom all the three curves intersect. The levelling 
of income differences within the top third of income 


м The size distribution of income before tax for 1952 is 
practically identical with the one for 1950. 


ее еее МЕ ВН НИИ ИИА НА 


recipients appears to have been almost counter- 
balanced by the tendency towards a less equal distri- 
bution over the remaining ranges. Thus it is seen from 
Table 3 that the decline in the inequality coefficient 
and the maximum equalization percentage for the 
United Kingdom is of the order of two to three per- 
centage points only. 


Indices for the Netherlands also show that the 
degree of inequality may not have changed much since 
before the war.1® In a recent study by the Dutch 
Central Statistical Office,!® results were obtained for 
family incomes and for incomes of persons living alone 
which indicate a slightly greater reduction in the 
degree of inequality since before the war than that 
shown in Table 3. 


In all the five countries considered, the poorer half 
of the population received in post-war years from 
20 to 25 per cent of total income, the following 
20 per cent disposed of about 20 per cent of total 


income, while 25 to 30 per cent of total income was: 


held by the eighth and ninth decile groups. The 
share of total income received by the lower seven 
decile groups has increased since before the war and 
the gain is relatively more important in the seventh 
decile than in the lowest six in the United Kingdom, 
western Germany and the Netherlands. The contrast 
between the development in the two groups is particu- 
Jarly marked in the United Kingdom, where, according 
to the estimates in Table 3, the share held by the 
poorest 60 per cent of the population has hardly 
changed. The relative improvement in the eighth decile 
is also a general phenomenon, while the position of the 
ninth decile has remained stable except in the United 
Kingdom, where its share in total income increased 
by more than 20 per cent. The percentage share 
in total income of th. tenth decile has fallen 
everywhere; the proportion of income held by this 
group, which was not far below 40 per cent in all five 
countries in pre-war days, has declined to 30 per cent 
or less in the United Kingdom, Sweden and Denmark 
and to 35 per cent in the other two countries. In 
western Germany, Sweden and Denmark the top five 
percentile groups have all seen their relative position 
deteriorate; in the United Kingdom and the Nether- 
lands, on the other hand, there is no loss in income 
shares before one gets to the top three. 

The fact that these few per cent of top income 
receivers who have had their income shares reduced 


15 The pre-war series are, however, not strictly comparable 
with post-war data. The former include traders, farmers and 
other independent entrepreneurs with incomes below the tax 
exemption limit, while in the post-war distributions incomes 
below the tax exemption limit concern, by and large, only wages 
and salaries. This would imply that the distributions shown over- 
estimate the development made towards greater equality. 

16 Statistische en econometrische onderzoekingen, 4th quarter 
1956. The distribution of family incomes in the Netherlands in 
1949 and 1954. 
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receive such a large proportion of total income means 
that the levelling of income observed in the total 
distribution is to a large extent due to these changes 
at the upper end of the scale. In fact, fully one-half to 
two-thirds 17 of the movement towards greater equality 
in the over-all distribution of income before tax is 
accounted for by the “ transfer ” of income from the 
top five per cent to the remaining 95 per cent of the 
population. The remainder is due to a general 
levelling of incomes within the latter group. The 
tendency towards a more equal distribution within 
the top five per cent has been marked in all five 
countries, but is of limited importance in explaining 
the “reduction ” in the over-all inequality because of 
the low weight of this group. 


The Declining Share of the Top Income Ranges 


The sharp deterioration since before the war in the 
relative position of the upper few percentile groups 
in the distribution of income before tax has already 
been shown in Table 3. The top five per cent of 
income recipients have had their share in before-tax 
income reduced by more than 30 per cent in the 
United Kingdom and Sweden; in the other three 
countries the decline has been less striking but still 
important—ranging from 15 per cent in the Nether- 
lands and western Germany to 25 per cent in Denmark. 


Certain types of income payments—i.e., income 
from property—which have done less well than 
earned income since the pre-war period, tend to be 
relatively important in these upper income ranges. 
This is brought out by the figures in Table 4. It is 
seen that interest and dividend payments account for 
a much higher share of total income among the 
richest five per cent of the population than in other 
income ranges. Rent is also generally more important 
in very high incomes than further down the scale, but 
the difference is much less marked than in the case of 
interest and dividend payments. It is only in extremely 
high income ranges, however, that property income 
accounts for an important share of total income; in 
the upper five percentile groups the share is no more 
than about 15 to 20 in the Netherlands and the United 
Kingdom and very much smaller in the other two 
countries.1® 


17 This has been estimated by comparing inequality coefficients 
obtained for three distributions in which it was assumed that 
the only change between the two years studied had been (a) the 
shift in income shares from the top 5 per cent to the bottom 
95 per cent of the distribution; (b) the reduction in relative 
inequality within the lower 95 per cent segment; (c) the 
reduction in relative inequality within the top 5 per cent segment. 

18 The very low figures for interest and dividends in western 
Germany result from the fact that few western German com- 
panies distributed any dividends in 1950, and where a dis- 
tribution took place it generally involved very modest amounts. 
The share of interest and dividends in total income assessed for 

(Continued on next page) 
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TABLE 4 


Investment income in selected income ranges 


Interest and 


Income ranges dividentis Rent 
: Limits ee in aie Percentage of total net 
in national of percentile НЕЙ 


currencies 


groups 


United Kingdom 


1949/50 (£) 


135-350 21-69 3.0 1.7 
350-500 69-88 2.3 1.6 
500-800 88-96.2 4.8 2.4 
800-1,500 96.2-98.6 13.8 4.2 
1,500-10,000 98.6-99.96 30.9 4.6 

10,000 and абоуе| 99.96-100 555 3.0 

TOTAL 8.6 2.4 
Western Germany 1950 (1,000 DM) 

Below 3 Below 66 0.4 1.2 
3-5 66-90 0.5 9 
5-8 90-97.2 All 1.8 
8-12 97.2-98.8 4 2.3 

12-100 98.8—99.98 cD 1.3 

100 and above 99.98—100 155) 7 

TOTAL all 1.4 
Netherlands 1952 (1,000 FI.) 

Below 4 Below 76 1.9 1.4 
46 76-90 2.4 1.3 
6-10 90-96.8 4.8 2.0 

10-15 96.8—98.5 7.9 2.4 
15-50 98.5-99.96 14.7 2.5 

50 and above 99.96-100 29.2 1.3 

TOTAL 555 1.6 
Sweden 1950 (1,000 Kr.) 

Below 7 Below 69 75 ( ge 1.1 

7-10 69-89 С 03h) 2 
10-15 89-96.5 От) 12 
15-20 96.5-98.3 4.6 ( 1.9) 1.6 
20-100 98.3-99.97 6.4 ( 5.2) 2.9 

100 and above 99.97-100 15.5 (5.2) 4.2 

ПОТА 2.510) 1.1 


Sources : United Kingdom: Ста. 8436, January 1952; Western Germany: 
Statistik der Bundesrepublik, Band 125 (1/1956); Netherlands: Statistisch 
Zakboek 1956; Sweden: Census of the Population in 1950, VII, Statistics on 
Income, 1956. 


@ Income after deduction of losses, life insurance premia and other deductions 
allowed for tax assessment. 


' b The figures in brackets relate to dividends earned on Swedish shares. 


It was seen in Chapter VIII that, wherever national 
accounts specify different types of property income 
going to households, the most significant decline is 
found in rents. Unless the distribution of rent in 
incomes of different sizes was significantly different in 


income tax (excluding income assessed for the wage tax) was 
nearly 10 times the 1950 level in 1938. The western German 
figures are not only very low in general when compared to the 
situation in pre-war years, but the distribution by ranges may 
also not be a reliable guide to the situation in more normal years. 


pre-war years from that shown in Table 4, the 
general decline in rental incomes would hardly be a 
very important factor explaining the reduction in the 
share of before-tax income at the disposal of the upper 
five per cent of income receivers. The same probably 
holds good for interest payments. Available statistics 
do not distinguish interest from dividends in different 
size groups of total income, but it seems reasonable to 
assume that interest payments alone would be less 
concentrated in top ranges than are dividends.’® 

So far as dividends are concerned, however, it is 
undoubtedly true that a reduction in the importance of 
this type of income must have worsened the relative 
position of the top income ranges. The proportion of 
profit distributed as dividends has in recent years 
(and particularly in the earlier post-war years) been 
much lower than in the late inter-war period in most 
countries, and corporate savings have generally 
increased substantially more than has national 
income.” If account were taken of retained company 
profits the deterioration in the relative position of the 
top income groups would be much less marked. 
Estimates made for the United Kingdom 21 indicate 
that the loss between 1938 and 1947 in the share of 
total pre-tax income held by the top five per cent of 
income recipients is reduced by one-half when undis- 
tributed profits are imputed to shareholders. It is 
unlikely that the effect of such an adjustment would be 
of the same order in the other four countries considered 
here. Dividends are a less important source of income 
in top income ranges, and the decline since before the 
war in the proportion of profits distributed as dividends 
appears to have been more moderate in these countries 
than in the United Kingdom—factors which may partly 
explain why the top income ranges have fared better 
in these countries than in the United Kingdom. 
Sweden is an exception to this; the deterioration in the 
relative position of top income-groups there appears 
to have been even more pronounced than in the United 
Kingdom. 

Little is known statistically about the extent to which 
the decline in the upper group shares may reflect a 
more widespread tendency towards tax avoidance and 
tax evasion. The high taxation of income in post-war 
years has certainly increased the inducement to with- 
hold income from assessment, whether this takes the 
form of fraudulent under-reporting on the part of the 
taxpayer, of large expense accounts and compensa- 
tions in kind to business executives, or of transfers of 
income-earning assets to other members of the family 


The Swedish figures for dividends only in Table 4 confirm 
this; it is seen that property incomes other than rent and divi- 
dends are relatively much less important in high than in low 
income ranges. 


20 See the Survey for 1955, page 95, and Chapter VIII of 
this SURVEY. 


1 Dudley Seers, The Levelling of Incomes since 1938. 


the population of working age have, on the whole, 
been rather modest. The population of active age 
continued to decline slightly in France 16 and Belgium, 
and only limited increases have occurred elsewhere, 
except in the Netherlands and Italy. 


Relief to the pressure on manpower resources 
through immigration was a particularly important 
factor in western Germany, with an inflow of about 
400,000 persons, mostly from eastern Germany, of 
whom roughly 60 per cent may be considered as being 
of working age. In Sweden, the number of foreign 
workers employed reached a record level of 135,000 
in January 1957.17 In Switzerland, the manpower 
shortage was also mitigated by the admission during 
the year of 29,000 permanent immigrants and of a 
large number of seasonal workers. Immigration into 
France was of a more marginal character, but it 
more than offset the slight decline in the population 
of working age. The western European countries of 
emigration were Italy, which provided more than 
70 per cent of total European emigration, the Nether- 
lands, Austria, Finland, Denmark and Norway. 


At the end of 1955 a significant proportion of 
и. unemployment persisted only in Denmark, Belgium, 
Austria and western Germany, leaving aside the 
chronic problem of Italy and of the under-developed 
countries of southern Europe. In Denmark the em- 
ployment situation further deteriorated in 1956, but a 
marked improvement occurred during recent months, 
bringing employment to the same level as at the end 
of 1955. In the countries where employment con- 
tinued to increase, the reduction in average un- 
employment was either nil—as in Austria—or rather 
small, as in western Germany and Belgium. The 
main sources from which additional manpower 
was drawn were the inactive population, immigration 
and, as can be seen from Chart 3, agriculture. 


The largest expansion in the occupied labour force 
occurred in the countries where the increase in indus- 
trial production had been particularly rapid—that is, 
in the Netherlands, Belgium, Austria and western 
Germany. But parallel expansions of industrial 
production and of employment are by no means 
universal. In France—one of the countries where 
industrial production increased most—employment 
showed only a very modest rise. Italy and Norway 
are the two other countries with high rates of industrial 
expansion and only insignificant employment in- 
creases—a disturbing fact in the case of Italy, which 
continues to suffer from mass unemployment. A 


16 The situation was, however, aggravated by call-up for the 
military forces. 

17 After the introduction of a common Scandinavian labour 
market in summer 1954, the influx of workers, mainly from 
Denmark and Finland, increased and at the beginning of 1957 
as many as 89,000 workers from the other Scandinavian countries 
were employed in Sweden. 
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variety of factors, such as the change in industrial 
structure towards more capital-intensive branches, 
the adoption of more modern techniques, more 
efficient organization and heavy investment under- 
taken in the past few years, have placed those countries 
in a special position. 


In the other countries, where these factors have 
played a much smaller role, the expansion of pro- 
duction was much more dependent upon an increase 
in employment ; but there is little evidence that over- 
all manpower shortages constituted a real bottleneck 
to industrial expansion even at the height of the boom. 
The manpower situation seems to have played an 
indirect rather than a direct role in slowing down 
industrial output, in the sense that it has been one of 
the factors determining governments to adopt dis- 
inflationary policies. It would nevertheless be un- 
realistic to assume that in the absence of such policies 
the expansion of employment in full-employment 
countries could have been much faster than in fact 
it has been. The possibilities of recruiting large 
additional manpower resources quickly in such 
countries are limited, since they are determined by 
structural and social changes such as the rationaliza- 
tion of low-productivity sectors and the mechanization 
of agriculture, which are difficult to speed up beyond 
a certain limit. The possibilities of drawing into the 
labour market a larger proportion of the inactive 
population naturally become more restricted after a 
considerable period of continuing pressure on labour 
reserves, as the elements among the normally inactive 
population which respond readily to the demand for 
additional labour become absorbed into employ- 
ment. There are, moreover, institutional obstacles 
to widening the scope for the participation of women 
in economic activity, the removal of which takes time. 


The global approach to the problem of manpower 
shortage is in any case inadequate, since in the majority 
of countries labour shortages are limited to special 
sectors such as building and are particularly acute 
for some types of skilled labour with special aptitudes 
and training. The shortage of highly qualified tech- 
nical manpower, so much in evidence today, threatens 
to be particularly serious in countries where the 
industrial apparatus is working at physical capacity 
limits and where further expansion can rely only to a 
limited extent on increases in labour supplies. In such 
a situation an expansion of production is largely de- 
pendent on the introduction of more modern and 
rational techniques and this, in turn, involves the 
development of industrial research and an increased 
availability of skilled labour. 

This problem, however important it may be in a 
longer perspective, does not present itself at the end 
of 1956 in as acute a form as might have been expected 
at the beginning of the year. The easing of the pressure 
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CHART 2 


Total unemployment and unfilled vacancies in selected European countries 


Thousands — Semi-logarithmic scale 
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1956-57 = 1956-57 


Unemployment Unfilled vacancies 
——— 1955-56 =. 1955-56 


Sources : National statistics. 


Note. — The figures constitute a reliable indication of trends in each country, but do not permit a comparison between countries of absolute levels of 
unemployment or unfilled vacancies. 
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CHART 3 


Changes in the employment structure of selected western European countries 


Percentage increase over corresponding period of previous year 
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of demand in the labour market is reflected in the 
decline in unfilled vacancies and in the simultaneous 
increase in unemployment in the majority of countries, 
shown in Chart 2, which became accentuated in the 
latter part of 1956. Another indication is the reduction 
in hours worked, which became more widespread in 
many countries in recent months. At present, even 
more clearly than in the summer, it appears that in 
most western European countries with the exception 
of Егапсе,18 the Netherlands and Switzerland, defla- 
tionary policies and not the supply of manpower are 
the limiting factor to economic expansion. 


The main shifts in the pattern of employment are 
shown in Chart 3. One feature which emerges clearly 
is the extent to which agriculture continues to release 
manpower to other sectors. No satisfactory data are 
available to indicate shifts in the distribution of man- 
power within the industrial sector, either between 
investment-goods and consumer-goods industries or 
a fortiori between production of durable consumer 
goods and investment goods within the engineering 
sector. The rate of growth in employment in the 
engineering industry slowed down almost everywhere; 
but whereas the declining trend was reversed in Den- 
mark during the year, in the United Kingdom there 
was a sharp fall in employment in vehicle production 
and some decline in other engineering industries over 
the twelve months. 


The textile industry still released manpower in most 
countries, but this movement lost force more recently. 
As already pointed out, a recovery took place in textile 
production in many western European countries, and 
the discrepancy between the movement of production 
and employment in that sector was due to increases in 
productivity. Building continued to attract manpower 
in all countries listed with the exception of Austria, 
Yugoslavia and Norway. In Norway, this was the 
outcome of specific measures adopted to curtail 
investment and, in particular, house-building. The 
exodus of workers from the mining sector and 
the difficulty of attracting young workers entering the 
labour market have hampered the expansion of coal 
production in a number of countries. 


18 Among the firms questioned in a recent I.N.S.E.E. inquiry 
(op. cit.), 50 per cent reported manpower shortage as a limiting 
factor in November, as against 42 per cent in May 1956. 


TABLE 7 


Changes in numbers employed in the United Kingdom 
Thousands 


End- End- 


Absolute 
October October |/change 
Basic industries (excluding transport) 2277 2259 | —18 
Total manulacturine . Е 9358 9265 —93 
Of which : 
Vehicles > och eae eer ee 1 252 1 220 —32 
Engineering, metal goods and precision 
instruments < . SST «ews 2 815 2 804 —11 
Chemicals’ ооо . Rate estes Os 528 530 7) 
Textiles’ i~ 2 4¥ OE ose oe 950 931 —19 
Clothing (including footwear) 676 671 —5 
Building and contracting. ... . 1498 1506 8 
Distributive trades. о. 2857 = 2.817 20 
Professional, financial and miscella- 
NCOUS'SErVIGES | 5 eee ee ee 4117. 4135 18 
Public administration ...... 1287 1291 4 
‘Transport. те | a 207 ds 11 


23101 123.051 


Total civil employment. . 


Source: Ministry of Labour Gazette, December 1956. 


Data about changes in employment in the services 
sector are scattered and fragmentary. The information 
available suggests that such general slowing down 
in the growth of aggregate demand as has occurred 
did not affect output or employment in the services 
sector. This is strikingly illustrated by developments 
in the United Kingdom. The release of manpower 
from the motor vehicle industry and from other 
durable consumer goods branches was not offset by 
increases in employment in other engineering indus- 
tries: in fact, the figures in Table 7 suggest that 
a large part of the manpower released from certain 
branches of manufacturing went to distributive trades, 
professional, financial and other services and to 
transport. Thus, while deflationary policies succeeded 
in producing a certain amount of slack in the economy, 
and in reducing the general pressure on manpower 
resources, they failed to reach another goal which was 
of primary importance in the United Kingdom— 
namely, that of diverting workers from the contracting 
industries to those, mainly the export industries, where 


‘it was hoped that production would be stimulated. 


3. INVESTMENT DEMAND 


As has already been pointed out, the rate of increase 
in investment activity slowed down in most western 
European industrial countries in the course of 1956. 
For the year as a whole, investment expenditure 
nevertheless showed a considerable expansion over the 
1955 level in western Germany, France, the Nether- 
lands and Switzerland. In the course of the year a 


striking change occurred in the United Kingdom and 
in western Germany. In the United Kingdom, the 
rate of growth of real gross fixed investment declined 
steadily in each quarter of 1956 compared with the 
corresponding quarter of 1955, and in the third quarter 
the increase was negligible. In western Germany, the 
annual rate of expansion levelled off from about 


12 per cent in the first half of 1956 to only about 
4 per cent in the third quarter. 


The pattern of investment varied greatly from 
country to country. National accounts data are not 
sufficiently up to date, and not sufficiently detailed 
in most countries, to permit a separation of investment 
in dwellings from industrial construction,!® but 
indicators of building activity brought together in 
Table 8 point to the fact that, in a number of countries 
_where economic policies aimed at slowing down over- 
all expansion, housing was selected for particular 
action so as to release resources from dwelling to 
industrial construction and thus to avoid an excessive 
impact on long-term industrial expansion. In addition 
to the effect of over-all credit restrictions in many 
countries, reductions in housing subsidies and direct 
restrictions on building credits have limited the con- 
struction of dwellings in Denmark, Norway and the 
United Kingdom.” Difficulties of obtaining finance, 
and high building costs, have slowed down house- 
building in Finland, and the lack of skilled workers, 
as well as high building costs, has been the difficulty 
in Austria. 


In France, the Netherlands and western Germany, 
three of the countries where special efforts are made 
to satisfy urgent housing needs, various factors have 
kept the amount of house-building below the desired 
levels. In France and the Netherlands the shortage 
of building workers has been a limiting factor and, 
in France, the fact that building resources were spread 
too thinly over too many projects has made house- 
building slow and expensive.”° In western Germany, 
credit restrictions have affected the construction of 
dwellings very severely, as can be seen from the rapidly 
declining trend in authoriza:ions, and the Government 
has recently taken a variety of measures to counteract 
the shortage of private funds for this purpose. 


In Switzerland the construction of dwellings con- 
tinued to expand, but signs of saturation in various 
places are beginning to be reflected in a decline of 
authorizations. In Italy, also, house-building activity 
continued to expand at a rapid rate, but recently 
authorizations for new construction point to a much 
slower growth in 1957. In Norway a further fall in 
the construction of dwellings is expected in 1957, and 
in the United Kingdom the ending of a general subsidy 
on new houses, together with the better utilization 


18 Neither do they make it possible to isolate public from 
private investment. 

19 In Denmark, the rise in authorizations suggests a revival 
in house-building activity in the future. 

20 The number of dwellings completed in 1956 was about 
240,000. While this represents an increase of 30,000 above the 
completions in 1955, the figure remains far below what might 
have been expected from starts—had they been completed in a 
reasonable period of time—and also far below what are con- 
sidered minimum requirements. Furthermore, the Paris region 
has, on both counts, lagged behind the rest of the country. 


TABLE 8 


Indicators of building activity in certain western 
European countries 


Dwellings and industrial building 


Percentage change since corresponding period 
of previous year 


Dwellings Industrial building 
1955 1956 4 1955 1956 4 

Belgium 

Authorizations . . —5 +5 +105 +104 

Completions . . . —6 —5 +46 +86 
Denmark 

Authorizations . . —15 +27 i ay, 

Starts. РЕГ —26 +33 +5 —3 

Completions ... +7 —29 +8 —13 
France 

Authorizations . . +5 +29 

Completions . . . +30 +14 
Western Germany 

Authorizations . : +1 —9 +40¢ +17¢ 

Completions .. . +1 +8 +165 +206 
Italy 

Authorizations . . +4 +4 —8b —15 

Completions . . . +25 +12 +125 —156 
Netherlands 

Authorizations . . +13 +24 +19 +30 

Startsate:, .. fee: +25 +13 +22 +43 

Completions . . . —11 +12 +48 +11 
Norway 

Authorizations . . —18 —11 —20 +29 

Completions . . . —9 —13 —23 —17 
Sweden 

Authorizations . . +3 —7 —12 +10 

Ба сов . —5 +3 5 5> 

Completions .. . —9 —3 —52 +31 
Switzerland 

Authorizations . . +8 —22 +16 +10 

Completions .. . +1 —1 } ae 
United Kingdom 

Authorizations . . Bi Be +29 —22 

Sele Yo ae gpa ‚ 25 —11 +42 —19 

Completions .. . —9 —5 +4 +21 
Yugoslavia 

Completions . . . и о +5 —26 


Sources : National statistics. 
а As many months as were available, generally 9-12 months. 
6 All non-residential buildings. 
с Building for economic activity. 


and maintenance of existing houses expected to result 
from the revised rent control legislation, also point 
to a further contraction in house-building activity. 
On the whole, therefore, prospects are not too bright 
in this part of the investment sector in most countries. 

Such indications as are available on current trends 
in industry suggest that, as a result of the deflationary 
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TABLE 9 
Orders received and stock” of orders in metal-using industries 


Volume or value — 1953 = 100 
we A tl See ee 


Total orders Home market orders Export orders 
1956 1956 1956 
1922 Ist 2nd 3rd = Oct.- ieee Ist 2nd 3rd Oct. ee Ist 2nd 3rd Oct. 
qtr. qtr. gtr. Nov. qtr qtr. чм. Novy: qtr. qtr. qtr. Nov. 
Belgium: 
ИЯ боров oo 174 547 397 260 395 
Machinery © oe cree 135 187 162 159 170 
Vehicles) (ae. о с 136 175 189 148 127 
Electrotechnical equipment. . . | 114 128 122 142 129 
Heavyaeneineering . го о. 138 175 168 168 195 
Total metal-using industries ex- 
cluding shipbuilding... .. | 126 158 154 155 164 
Western Germany: 
Machinery. o;: beta pace a (173) | (75) (175). (154) (182) 4 180 | 180 178. 155 170 | 175 |197 203 65 
Мес ее ea aes (161) | (178) 93) (68) (5%) | 134 | 144 154 134_ 11 | 207 1246028222028 
Electrotechnical equipment . . . | (156) | (157) (163) (152) (216) | 152 | 154 162 152 17 | 180 | 207 225 206 305 
ОИ 56 Бор ово вов (143) | (137) (153) (146) (161) | 141 | 139 155 149 162 | 149 | 150 163 149 189 
Steeliconstructions #9) =) 4). (131) | (123) (169) (133) (167) 4} 135 | 131 135 143 1088] 95 95 406 96 601. 
Total metal-using industries . . | (161) | (151) (156) (142) (172) | 155 | 158 165 149 157 | 176 | 201 213 191 257 
United Kingdom: 
Machine tO0|lsmat nee 191 202 168 160 1627197 "205 169 152° 1511172 ЧАИ 126 42 НЫ 
Масео от ее annette ИРИ 142 145 144 140 
(О ИО объ осовво 184 229 216 235 
Shipbuilding до бо вою ов (105) (CS) ЕО (Ге 
Shipoullding сос (449) | (243) (336) (396) 
Netherlands: 
Shipbuildin owe ae ee eee 126 161 167 173 = 142 | 487 184 190 9 a WNAIOS TIS OTs arom 
IMEI, 6 Foe 6 fp a 8 6 126 142 145 158 a: Я || УМ НЫ ZO 123 \|\W145 2132 SZ 
Transport equipment excluding 
ovens og g9p ob 5 € 152 159 149 ae L2T S| LS, ОИ 1 о. TIO LS УС Е 
Electrotechnical equipment . . . 139 160 oy ip 35" 5 7S БА ок 720) |) QS 40m ey 
Total metal-using industries . . 153 161 164 * И 168) И ae 11993138) ТОВ 2 


Sources : National statistics. 


а Stocks of orders at the end of period. Key: а о. а 
Ь October. 123 Value index of stock of orders; : 
(123) Volume index of stock of orders. 


с Fourth quarter. 


policies in force in most countries, 1957 is likely to machine tools seen in Table 9 points in the direction 
show little further growth of investment. In the United of a drop in investment demand.22_ In western Ger- 
Kingdom, where gross fixed investment increased many, the levelling off in investment growth in the 
by 3 per cent in 1956, the Board of Trade inquiry into third quarter is reported to have turned into an 
investment expenditure by manufacturing industry absolute decline in the last months of 1956. Autho- 
resulted in an estimate of only a 1 per cent increase for rizations for industrial building have slowed down 
1957, compared with the expected expenditure for since the second quarter, and the decline of domestic 
1956.21 Expenditure on plant, equipment and vehicles orders in the major branches of the capital-goods 


is expected to rise by 3 per cent and that on building — industry has more than offset the continuing rise in 
work to decline by 7 per cent. Authorizations for 

industrial building have been falling throughout 1956 See ae 

and the decline in new home market orders for ** In the months September to November, total new orders 


have been less than deliveries so that order books were reduced, 


ее : but they still represent 12 months’ deliveri 
*t Board of Trade Journal, 21 December 1956. rate. : Se: knoe oO wel a 


export ог4егз.?2” In France, about 44 per cent of the 
firms replying to the I.N.S.E.E. inquiry 23 expected 
about the same level of investment in 1957 
as in 1956, and the rest were about equally divided 
between those expecting an increase and_ those 
expecting a decline. In Austria, the main factors of 
expansion in 1957 are expected to remain private 
consumption and exports. In that country, one of the 
major problems for the future development of invest- 
ment activity is the difficulty of obtaining finance 
in the absence of a well-functioning capital market. 


In Sweden the National Budget Delegation abstained 
from making a complete prognosis for economic 
developments in 1957 in view of the uncertain inter- 
national situation and the difficulty of foreseeing 
results of the wage negotiations under way at the 
time of publication of the national budget. It is 


24 The sharp increases in home market orders in November 
are partly due to seasonal and political factors. They may, 
however, also reflect the increased demand for investment goods 
on the part of consumer-goods industries. See “ Die wirtschaft- 
liche Lage in der Bundesrepublik Deutschland ”, December 1956, 
Der Bundesminister fuer Wirtschaft. 


23 See “ Résultats sommaires de l’enquéte sur les perspectives 
économiques ”, I.N.S.E.E., November 1956. 
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increase in 1957.24 


estimated, however, that gross fixed investment is to 
speed up slightly from a 2 per cent increase in 1956 
to an increase of 314 per cent in 1957, but private 
investment is expected to increase by only 214 per 
cent and investment in machinery and equipment by 
3 рег cent. 


In Norway, on the other hand, it is expected that 
the rate of growth of gross fixed investment will speed 
up again from a mere 1 per cent in 1956 to a 4 per cent 
The estimated increases for the 
three major investment sectors are: almost 3 per cent 
for building and construction, 5 per cent for machinery 
and transport and 5 per cent for ships. Investment in 
manufacturing industry is anticipated to go up by 
10 per cent over the 1956 level. No major reversal 
in over-all restrictive policies is intended to bring 
about these changes; but larger building quotas have 
been granted to manufacturing industry, customs- 
free imports have been reintroduced for machinery, 
particularly for consumer goods industries and, 
finally, the boom conditions in the export industries 
will make it possible for them to finance a greater 
volume of investment outlays. 


24 See national budget for 1957. 


4. CONSUMER DEMAND 


The Development of Real Wages 


The effects of changes in incomes on consumption 
levels cannot be very satisfactorily traced in the absence 
of sufficiently up-to-date statistics on mnon-wage 
incomes. With this important reservation, Table 10 
shows data bearing on the impact of changes in real 
earnings in industry, and in the industrial wage bill 
in real terms, on the volume of private consumption. 

The rise in money earnings was accelerated in 1956, 
as compared with 1955, in practically all the countries 
shown in Chart 4. All the three forms of wage infla- 
tion—an excess demand for labour, an adjustment 
to rises in the cost of living and autonomous wage 
increases due to the strong bargaining position of 
trade unions 25 — ууеге responsible, either separately 
or in combination, for speeding up the rise in money 
wages. The increases were steepest in Belgium and 
Finland. In Belgium, wages had remained more or 
less stable for some time past and, while part of the 
recent increase was an automatic adjustment to the 
rise in the cost of living, most of it is explained by 
the fact that wage demands to enable workers to benefit 
from the steep rise in productivity had become more 
pressing under continuing boom conditions. In 
Finland, the sharp increase in prices following the 
abolition of price control at the end of 1955 and the 


25 See section on “ The question of wage inflation ” in Chapter 
5 of the Economic Survey of Europe т 1955. 


consequent general strike led to wage concessions 
which raised money earnings by 12 per cent. Switzer- 
land is now the only country where both prices and 
money wages have been rising only very slowly over 
the last three years of expansion and where wage 
demands continue to be modest in spite of the high 
level of activity and the shortage of manpower. 


Since cost-of-living increases also speeded up in 
the first half of 1956,26 the rise in the average level of 
real earnings of industrial workers between 1955 
and 1956 was smaller than in the previous year except 
in Belgium, the Netherlands, France and western 
Germany. 


The slower increase in real earnings in most coun- 
tries was also reflected in the changes in the industrial 
wage bill in real terms?’ between 1955 and 1956, 
and this tendency was reinforced in the United 
Kingdom and Denmark by higher unemployment 
and more short-time work. In western Germany, 
where the rise in real earnings was greater than that 
registered between 1954 and 1955, the increase of the 
industrial wage bill has nevertheless slowed down 
somewhat in recent months because the levelling off of 

26 Price increases will be analysed in Section 6. 


27 The figures shown in the table should be read with con- 
siderable caution because of differences in coverage of the series 
on real earnings on the one hand and employment or hours 
worked on the other. | 
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TABLE 10 
Industrial earnings and private consumption 


Percentage increase over corresponding period of previous 


year 
Real Industrial Mie ‘baer of 
aes earings а 

Austria... . 1954 4 7 10 
1955 3 14 10 
1956е 2 8 5 
Belgium ... 1954 2) и. 2 
1955 2 9 1 

1956е 10f ИЛ 
Denmark .. . 1954 2 6 6 
1955 —1 —3 —2 
1956е — —8 as 
Finland. .. . 1954 2) 13 9 
1955 8 14 11 
1956е — 5 5 
Етапсе.... 1954 Vf of 5 
1955 Tih 8f 8 
1956 ¢ es 9л 5 
Western 1954 3 9 8 
Germany 1955 5 13 11 
1956 ¢ 6 12 10 
а. 1954 1 3 2 
1955 1 3 4 
1956е 1 3 a 
Netherlands . . 1954 7 13 6 
1955 5 9 i 
1956 @ aes 12 8 
Norway. ... 1954 1 3 5 
1955 5 7 4 
1956е 3 4 3 
Sweden’. ... 1954 3 5 4 
1955 4 й 3 
1956е 3 4 2 

Switzerland . . 1954 1 3 

1955 2 6 
1956 ¢ lf ЭЛ sae 
1954 4 8 5 
United Kingdom 1955 3 6 3 
1956 @ 3 * 3 1 
Yugoslavia . . 1954 9 13 
1955 —5 7. 
1956 @ — —1 


Sources and methods: See Appendix В. 
а In general, average hourly earnings in manufacturing industry. 
6 Deflated with the cost-of living index. 


С Based on wage bill as published in national statistics, with the exception 
of figures in italics derived from hourly earnings, taking into account 
changes in industrial employment and the working week. 


d Based on national accounts. 
е Data cover as many months as are available (generally 9-11 months). 
Ff Based on wage rates instead of earnings. 


expansion in the investment sector has resulted 
in a slower increase in employment and in a reduction 
of overtime. As a result of the rise in real wages and 
in man-hours worked, the cumulative increase in the 
real wage bill in industry over the last three years 
amounts to about 30 per cent in France and Austria 
and even more in western Germany, the Netherlands 


and Finland. In Denmark, at the other extreme, the 
industrial wage bill now seems to be smaller, in real 
terms, than it was three years ago. 

The volume of total private consumption moved, 
on the whole, in the same direction as the industrial 
wage bill, and the rise slowed down in all countries 
with the exception of the Netherlands, Switzerland, 
western Germany and probably Belgium; but in view 
of the incompleteness of income data, divergencies in 
the scale of change in the two series must, of course, 
be expected in all countries. Moreover, these divergen- 
cies differ from country to country, depending on the 
relative importance of other incomes, particularly 
agricultural incomes. 


The Changes in the Pattern of Consumption 


Changes in the volume and pattern of expenditure 
on consumer goods as derived from retail sales are 
shown in Table 11. Among the countries listed, 
increases in total retail sales continued to be very 
rapid in western Germany, France and the Nether- 
lands. The stabilization of the rate of increase in 
Sweden and Norway, the very slight increase in the 
United Kingdom and the stagnation of retail sales 
in Denmark reflect the policies adopted in those 
countries to restrain the growth of consumption. 


In most countries the boom in consumer durables 
continued, and sales of household durables and pas- 
senger cars rose more rapidly than those of other 
consumer goods. But the underlying tendency for a 
shift in demand towards consumer durables with 
rising incomes was checked by policy measures 
affecting hire-purchase trading in the United Kingdom 
and, in the Scandinavian countries, by direct taxes on 
imported cars. These restrictions have been very 
effective in the United Kingdom in curtailing sales of 
durable household goods or in slowing down their 
expansion, and there, as also in Norway, restrictions 
affected the sales of passenger cars most. The drop 
in the rate of increase of motor-car sales in Austria 
was due to a temporary saturation of the market after 
the very rapid increase during the last few years.2® This 
suggests that even in the absence of any restrictive 
measures, a boom in the demand for durable goods can 
suffer short-term setbacks, since replacement demand 
remains low for some time. On the other hand, the 
recent increase in sales of consumer durables in the 
United Kingdom, partly due to seasonal factors, and 
the increased sales of new passenger cars in Sweden 
confirm the well-known fact that when hire-purchase 
or other special restrictive measures have been in 
force for some time their initial severe impact on 
consumer demand tends to wear off. 


28 The number of motor-cars per head is still very low, but 
the level and distribution of incomes are such as to make the 
market very narrow. 
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CHART 4 


Earnings in manufacturing industry, and cost of living 


Index numbers 1953=100 
Semi-logarithmic scale 


1954 1955 1956 1954 1955 


1956 1954 1955 1956 
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Austria Western Germany Italy 
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Money earnings —_——— Real earnings serereeeeeeeee Cost of living 


Sources : See Appendix В. 


а Wage rates. 
Ь Vienna only. 
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TABLE 11 
Retail sales by commodity groups 


Percentage increase over the corresponding period of previous year 
Increase in volume except for italicized figures, which represent increases in value 


Country Year Food а Tobacco Clothing 
JRUSIGEY Se nena oN 1955 8 11 11 
1956 4 4 11 6 
Бо 5 5 6 4 6 x 1955 —3 — —5 
1956 4 — —1 —1 
Frances. ap м. 1955 4 3 5 
19564 5 6 5 
Western Germany . . 1955) 7 9 10 
19564 Й 8 12 
Мешеап@$ ..... 1955 (6) 5 11 
1956 @ (5) 7 18 
Мора SG 2 6 a oo 6 1955 5 2) 2) 
19564 6 4 6 
Swedena.) 35. о Sane: 1955 — (3) Е 
1956 4 — (4) —_ 
Switzerland sss ne 1955 3 2) 6 
19564 6 5 7 


United Kingdom. . . 


Sources : National statistics. 
Note. — Figures in parentheses are based on consumers’ expenditure, 
whereas other data are derived from retail sales statistics. 


а In Denmark, western Germany and Switzerland sales of food also include 
sales of drink and tobacco. 


: TOTAL Р Motor- 
Furniture Hardware eae gees и ‚са es, р 
18 19 28 108 17 
10 8 15 10 = 
=58 2 —25 
== Й 5. 
15 7 27 25 2) 
16 13 24 14 —17 
14 14 16 33 —24 
15 13 18 20 = HS 
13 11 18 44 37 
22 14 21 13 = 
(3) 10 Bas —24 
oo 8 —Э = 
=2 5) = 1 
4 3 11 5 
30 2 8 23 =: 
13 11 5 12 —20 


Ь Excluding motor vehicles. 
С Based on new registrations or available supplies. 
d Data refer to as many months as are availabie, generally 10-12 months. 


5. WESTERN EUROPE’S TRADE AND PAYMENTS 


The Development of Imports 


Total imports into western Europe continued to 
increase in 1956, although at a slower rate than in 1955, 
reflecting the slowing down of industrial expansion in 
many countries. This was true of all countries with 
the exception of the United Kingdom and Ireland, 
where imports dropped below their 1955 level. 28“ 
Increases were particularly sharp in France, the 
Netherlands and Finland, where the pressure of 
demand on resources continued to be intense. 


The impact of the slower rate of growth of imports 
varied between different exporting areas. Imports 
from overseas, which had risen much more slowly 
than intra-European trade or industrial production 
until about the middle of 1955, then speeded up 


за See Chart 5 and Appendix Table IV. 


considerably as spare capacities in western Europe 
became more fully utilized; but during 1956, the 
levelling off of domestic expansion reduced the rate 
of growth both of imports from overseas and of intra- 
European trade. As can be seen from Table 12, 
imports from the United States rose most rapidly 
between 1955 and 1956, but the rise was not so great 
as that recorded between 1954 and 1955 (almost 
40 per cent). The increase in 1956 was mainly ac- 
counted for by coal imports, and petroleum imports 
were also an important factor. There was also a 
sustained high rate of growth in imports from the — 
predominantly mineral-producing countries overseas. 


Changes in imports of foodstuffs and raw materials 
into the seven most important western European 
importing countries are shown in the table below, and 
in Appendix Tables X to XX, for selected commodities 
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CHART 5 
Recent trends of production and trade in selected western European countries 


Index numbers (1953 = 100) — Adjusted for seasonal fluctuations 
Semi-logarithmic scale 
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TABLE 12 


World trade by area 


Percentage share in world trade and percentage increase in value of trade over corresponding period of previous year 


Western Europe 


ae Importing area 


United States 


Other overseas countries WoRLD 


Increase in 


Share in value Share in 
world world 
trade in Тап.- Jan-— ne 
Exporting area Pie a oc taee 
Westernt Europe. imme 24 162 11а 3 
(Dollanates oe ee 8 38 15 7 
Other overseas countries 
exporting mainly: 
Agricultural products . 10 — 4 2 
Mineral products az. 4 13 13 1 


Sources and methods : See Appendix В. 


Note. — Figures are based upon current values at c.i.f. prices for imports 
into western Europe and at f.o.b. prices for imports into other areas. Trade 
of the Soviet Union, eastern European countries and Mainland China with 
each other and the trade of Japan with all countries is excluded throughout. 


accounting for over 30 per cent of the total imports 
into those countries in 1954/55. Imports of foodstuffs 
increased in volume between 1954/55 and 1955/56 by 
6 per cent, and it is to be expected that during 1956/57 
wheat imports will rise more sharply again following 
a poorer harvest in France and in some other western 
European countries. 


Imports of Selected Commodities by Seven? Western 


European Countries 


(Percentage increase in volume over corresponding period of 
previous twelve months) 


Commodity group 1954/55 1955/56 
Foodstuffs and industrial raw 
materials oem a 7 10 
of which : 
Roodstufis aes ne #4 6 
Industrial raw materials . . . 9 11 


Sources and methods: See Appendix B. 


a Belgium-Luxembourg, France, western Germany, Italy, the Netherlands, 
Sweden and the United Kingdom. 


b Wheat, sugar, coffee and tobacco; rubber, timber, wool, cotton, crude 
petroleum, refined petroleum and copper. 


Among industrial raw materials, imports of petro- 
leum and petroleum products rose particularly steeply, 
reflecting the greater requirements in western Europe 
in the face of the continuing difficulty of raising coal 
output. Wool imports also staged a recovery with the 
revival of wool textile production in many countries, 
whereas raw cotton imports showed no increase in the 
year as a whole as compared with 1955, as a result of 


Increase in Increase in Increase in 
value Share in value Share in value 
world world 
Тап.- Jan— trade in Jan.— Jan— trade in Jan.—  Jan.- 
Sept. Sept. 1954 Sept. Sept. 1954 Sept. Sept. 
1955 1956 1955 1956 1955 1956 
1) 20 16 6 8 43 11 11 
3 8 13 56) 20 28 9а 174 
—3 15 6 Е ыы 18 —d 54 
23 5 6 11 12а 104 


а Including trade between western and eastern Europe. 


Ь Excluding exports of “ Special categories commodities ” from the United 
States. 


с Exports from the United States only. 
Я January-June. 


the running down of stocks in the early part of the 
year, partly in anticipation of continuing price declines. 
However, in the latter part of 1956 a remarkable 
change took place in the cotton trade. The factors 
which contributed to this reversal were the rise in 
consumption, the impossibility of running down 
stocks indefinitely, and the restoration of confidence 
in the stability of world cotton prices following the 
stabilization of American-type raw cotton prices at a 
level which, furthermore, eliminated most of the 
price advantages enjoyed by Indian mills in their 
purchases of raw cotton. 


The Trend of Exports 


The volume of western Europe’s exports increased 
by 7 per cent from the first nine months of 1955 to the 
same period in 1956, as compared with an increase 
of 10 per cent from 1954 to 1955. The increase in 
exports to the United States was particularly marked. 


All major exporting countries shared in the rise 
with the exception of France. In France, a bad 
harvest on the one hand and growing home demand 
for most types of goods on the other reduced expor- 
table surpluses of cereals, raw materials and manu- 
factures. The growth of Finnish exports was slowed 
down by the strike in March and the decline in demand 
for Finnish timber products. Exports also levelled off 
in the Netherlands more recently because of the 
increased pull of the home market. By contrast, the 
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TABLE 13 


Exports of selected western European countries, by main commodity groups 


Millions of dollars at January-September 1955 f.o.b. prices 


Food, drink Raw materials Metal Chemical Textile 
Exporting country and tobacco and fuels manufactures products goods 
Jan.-Sept. = 
1955 1956 1953 igse т 1953 1956 1953 9s 

United Kingdom . . 358 362 1 074 1 161 337 316 482 518 755 694 
France. <".-> ., & 519 442 1 166 1 028 89 74 259 234 386 354 
Western Germany 107 135 1 006 1 203 224 242 494 572 279 287 
Belgium-Luxembourg 70 93 1012 1132 94 78 137 153 238 280 
Netherlands 589 614 531 576 32 38 141 161 173 193 
С: 288 315 272 313 35 56 98 116 245 307 
Denmark... . . 510 484 63 77 10 9 19 25 14 15 
ога: <4 2. 104 115 214 231 7 7 44 42 Wf 9 
Sweden saw & 40 36 658 697 58 58 25 30 15 17 
Е <u fe Mole 8 17 249 293 24 29 23 25 56 65 

Total 

of countries listed 2 593 2 613 6 245 6711 910 907 | 1 722 1876 2 168 2221 

Machinery Transport equipment Other commodities Total exports 
Exporting country 
- —* Jan.—Sept. Jan.—Sep Jan.—Sept. ; Jan.—Sept. 
1955 1956 1955 956 1955 1956 1955 1956 

United Kingdom . . 5 944 6 368 
асе... 3 435 3 118 
Western Germany 4 383 5 112 
Belgium-Luxembourg 1979 2 242 
Netherlands 1 936 2 068 
i ee 1 348 1581 
Denna вт. с 754 768 
INOrway се. = = 472 526 
SWedenr В о 1241 1 361 
PAUSE A ее 502 594 

Total 

of countries listed 2 417 2 845 21 994 23 738 


Sources : Appendix Table VIII and national trade statistics. For further details, see Appendix В. 


rise in exports was especially steep in Austria and 
Yugoslavia, where deflationary policies made more 
commodities available, and in Norway, where large 
investments had increased the capacity in the base 
metals industries. The export expansion also continued 
at a high rate in western Germany * and in Belgium. 


As can be seen from Table 13, increases in total 
western European exports were particularly large for 
machinery and transport equipment, and amounted 
(for ten major countries) to about $400 million for 
each of the two groups. Western Germany registered 


29 For a discussion of the reasons of the more rapid increase 
in west German export trade than in that of France and the 
United Kingdom, see Economic Bulletin for Europe, Vol. 8, No. 3. 


large advances in both commodity groups and is 
closely approaching the United Kingdom in im- 
portance as a supplier of machinery. Textile exports 
showed some advance, with large increases from 
Belgium and Italy more than offsetting the decline in 
British and French sales. The large increase in raw 
material and fuel deliveries was mainly accounted 
for by bigger iron and steel exports from Belgium, 
western Germany and Italy. 


The future trend of overseas exports depends largely 
on the development of import demand in North 
America and in the overseas primary producing 
countries. The economic expansion in the United 
States which was resumed in force at the beginning of 
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CHART 6 


Purchasing power of exports of non-dollar overseas countries 


Index numbers, 1953 = 100 


A. Countries exporting mainly agricultural products 


B. Countries exporting mainly mineral products 


130 
120 
110 
100 
90 
1954 1955 1956 1954 1955 1956 
Purchasing power of total exports (value of exports deflated by estimated import prices) 
Volume of imports from western Europe and the United States 
eeccccecscsesece Gold and foreign exchange reserves (end of period) 
Sources and methods : See рева В. 
Note. — Data for gold and foreign exchange reserves exclude in both groups the dependent overseas territories of western European countries, whose 


reserves are normally held by the metropolitan country and are not known in sufficient detail. 


1955 continued in 1956, although at a slower rate, and 
a number of uncertainties were present at the end of 
the year regarding the immediate outlook. In any 
event, western Europe’s exports to the United States 
can scarcely be expected to rise indefinitely at a rate 
as fast as that of the last two years. 

The prospects for exports to the primary producing 
countries overseas appear moderately favourable as 
far as the overseas countries exporting mainly mineral 
products are concerned (see Chart 6). Foreign 
exchange reserves have slightly increased in those 
countries, and the purchasing power of their exports 
continues at a high level. The group of countries 
exporting mainly agricultural commodities look 
much less promising as export markets; but the recent 
decline in their foreign exchange reserves has been 
largely accounted for by the deterioration in the 
balance of payments of two countries, India and 
Argentina. The import restrictions recently intro- 
duced by India are expected to produce a saving of 
$63 million of foreign exchange in 1957, affecting 


mainly imports of consumers’ goods. On the other 
hand, the fall in imports into Australia and New 
Zealand, brought about by the imposition of severe 
import restrictions, has produced a very marked 
improvement in the balance of payments of those two 
countries. This has already led to a relaxation of 
import restrictions in Australia as from 1 January 
1957, which should affect, in particular, exports from 
the United Kingdom. The improvement in the pay- 
ments position of Brazil suggests possibilities for 
increased exports to that country also. On the whole, 
then, it would appear that a moderate increase of 
exports to the overseas primary producing countries 
may occur. Should industrial expansion in western 
Europe continue to slow down in 1957, however, the 
export earnings of overseas countries would be 
affected, and some deterioration in European exports 
to them might then be expected—with the usual time 
lag which elapses between any worsening in the 
balances of payments of overseas countries and the 
tightening of import restrictions. 
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TABLE 14 


Indicators of changes in the trade and payments position 
of western European countries in 1955 and 1956 


Millions of dollars 


Terms of trade а 


(1953=100) Trade balance 4 


Country 


1955 


1956 


1955 1956 


Аа =... as —189 —125 
Belgium-Luxembourg . —69 —98 
Denmark . —130 —215 
Pinland ое 19 —111 
асе wise cs о 113е —1011 
Western Germany 309 698 
О аш” ОН —199 —293 * 
Iceland —25 —18* 
GEL Jeg ella et tanta —847 —1012 
Netherlands ..... —519 —849 
И\огуау ме... —454 —441 
И оо —116 —142 
Spare А 6 |. —189 —346 * 
DWEGCH и Mee... —259 —267 
Switzerland. c-s sen —182 —326 
у Sek, 3 —184 —102 
United Kingdom. . . —2 465 —1 627 
Ее о —261 —204 


Total of countries 


Sources: General Statistics, OEEC; International Financial Statistics, 
International Monetary Fund, and national statistics. 


Note. — Figures with an asterisk refer to as many months as are 
available in 1956. 
@ The ratio of the export price index tc the import price index. 
Ь Exports f.o.b. minus imports c.i-f. 


с Goods and services balance is taken from International Financial Statistics 
on the basis of IMF definition. Generally, figures for the half-year are 
provisional and in some cases not fully comparable with those for the full 
year. Published figures exist only for the year and for the first six months, 


d Changes in gold and foreign exchange holdings refer to end-of-month 
periods. 
е Data refer to 370 days for imports and to 375 days for exports. 


Changes in Balances of Payments 


The rapid upswing in 1955 had brought only a small 
deterioration in western Europe’s balance of trade 
with overseas countries and 1956 showed little further 
change in the over-all net result. Before the Suez 
crisis, foreign exchange reserves of western Europe 
as a whole increased but, if the large additions to 
west German exchange reserves are excluded from the 
total, the loss of reserves by other countries in 1956 
exceeded their gains in 1955. As seen in Table 14 
France, the Netherlands and Finland moved from a 
surplus to a deficit position between 1955 and 1956. 
In these three countries the loss of reserves was 
sufficiently large and protracted to give rise to 


Changes in gold and 
Goods and services Surplus or deficit} foreign exchange 
balance with EPU _|holdings of treasuries 
and central banks 4 
1955 1956 Dec. 1954 Dec. 1955 
First | Second | First 12> 1250 © vy 
half half half Dec. 1955 Dec. 1956 
— 60 —59 —11 —79 10 —55 46 
133 154 РИ 152 213 100 50 
—6 32 —1 —42 —26 —10 —2 
—17 79 —78 vs ad 8 —44 * 
А ЗИ 1 132 —654 466 —7048 
368 333 551 361 1000 440 1215 
—73 —42 —83 53 2 63 —9* 
—9 mS —3 —4 —7 —4* 
—221 —22 ae —196 —113 196 121 * 
93 160 —54 65 —94 7 —212 
—89 —54 —32 —46 16 28 13 
—24h —44 —30 16 6.* 
ми A rs oe 34 —52* 
—100 27 —80 —22 31 —8 3 
154 A —68 —46 78 80 
—141 a —41 —24 6 19 
48 —222 451 —642 — 5481 
—135 |2 —269 ae ike 
6677 470i Nov. 


Л Data refer to the “ franc area ”. 


8 Not including the addition to reserves of $263 million of credit from the 
IMF, which according to official sources will probably be used at the 
beginning of 1957. 


h Data refer to the “ escudo area”. 


Not including the addition to reserves of $561 million of credit from the 
IMF; if these figures are taken into account, reserves show an increase 
over the year of $13 million. 


Figures refer to changes in gold and United States dollar holdings only (as 
reported by the United States). They cover the period up to the end of 
November 1956 only, and therefore do not reflect the substantial losses in 
December of some countries (e.g., France and the United Kingdom —84 
and —392 million dollars respectively) if drawings on the IMF are excluded. 


~ 


n 


concern. In Denmark, also, the precarious foreign 
exchange position continues to be a major pre- 
occupation of the Government. The United 
Kingdom at first strengthened its payments position, 
though the Suez crisis caused a drain on reserves at 
the end of the year sufficient to wipe out all the earlier 
gains. The two positions of serious strain are now the 
French deficit, which caused a loss of reserves of more 
than $700 million during the year, and the west 
German surplus,®° which raised foreign exchange 


30 The figures in Table 14 may suggest that the United 
Kingdom should be included in this category but, in fact, the 
influence of the short-term factors in recent months has been so 
strong that the loss of reserves probably gives a greatly exag- 
gerated impression of the underlying trend. 
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reserves by $1.9 ЫШоп.30“ A slowing down in the 
additions to western Germany’s reserves will, however, 
result from the advance payments for United States 
armaments deliveries and arms orders in the United 
Kingdom and they will also be affected if the nego- 
tiations taking place at the moment for a transfer of 
between £60 million to £75 million for the later pay- 
ment of the £7.5 million annual instalments on western 
Germany’s post-war debts lead to an agreement. 
However, these payments will provide only temporary 
relief, and are not a solution of the country’s chronic 
surplus position. 


Developments in the dollar balance of western 
Europe have been rather favourable. During the first 
nine months of 1956, gold and dollar reserves of 
western European countries increased by about 
$900 million or by about as much as in the same 
period of 1955 (see table below). This increase 
occurred in spite of a sharp decline in United States 
non-military grants and loans to western Europe and 
an increase in the trade deficit. Only a small part of 
this deterioration was offset by an increase in U.S. 
military expenditure and by receipts on services 
account, and the more important change was a sharp 
rise in the outflow of United States private capital to 
western Europe, which more than trebled between the 


304 This figure differs from the one shown in the table as it 
includes also the foreign exchange holdings of banks outside 
the central banking system. 


6. THE REINFORCEMENT 


Economic policies in 1956 were determined by the 
concern of governments at the effects of excess demand 
on balances of payments and also of continued price 
and wage increases, considered both as a danger in 
themselves and, indirectly, also as a threat to balances 
of payments. 


Increases in Prices and Wage Costs 


Increases in the general price levels of western 
European countries are illustrated by the cost-of- 
living series shown in Table 15. Other price series— 
for example, wholesale prices—are too unsatisfactory 
in most countries and too seriously deficient in com- 
parability to be a useful guide to general price trends; 
and, moreover, changes in the cost of living are parti- 
cularly important to policy decisions because of their 
close connexion with wage demands. 

As can be seen from the table, the increases in cost- 
of-living indices were fairly general and substantial 
in 1956, though much more so in the first than in the 
second half of the year. The countries least affected 
were western Germany, Ireland, Greece, Portugal and 
Switzerland, and in a number of other countries the 


OF 


first nine months of 1955 and the same months of 1956. 
The upward trend in private capital movements 
started at about the end of 1955 and was stimulated 
by the high interest rates prevailing in most western 
European countries, and possibly also by the confi- 
dence created by the continued economic expansion 
in western Europe. 


Balance of Payments of Western Europe with the United 
States in the first nine months of the years 1954, 1955 
and 1956 


(Millions of current dollars) 
Western European countries 


1954 1955 1956 
Exports to United States . +1456 +1695 +2133 
Imports from United States —2 365 —3112 3.721 
Ттаде Басе —909 —1417 —1588 
И У о вон зе +209 +182 +223 
United States military expen- 
diture:abroad en. eee +1068 +1238 +1298 
+368 +3 —67 
Private donations and capital 
MOVEMeNtSe se eee +223 +244 +775 
United States Government 
grants and credits < +573 +767 +496 
Errors and omissions +32 —108 —312 
Change in gold and dollar 
reserves: Е. . ЧЕ. +1 196 +906 +892 


Source : Appendix Table I. 
a Excluding military aid. 


DEFLATIONARY POLICIES 


rise was halted or even converted into a slight decline 
in the course of the year. 


International price movements seem to have played 
only a minor role in the upward drift of prices in 
western Europe. The unit value of imports into 
western Europe, including imports from other Euro- 
pean countries, has risen by only 2 per cent above its 
1955 level and the slight rise in prices of raw materials 
imported from overseas has been offset by a drop in 
prices of imported foodstuffs. 


The main cause of the price increases must therefore 
be sought in domestic factors. In the first place, 
industrial wage costs increased because, as can be seen 
from Table 16, productivity increases in industry 
generally lagged behind those of money wages, and 
higher wage costs in agriculture were in some countries 
passed on in the form of higher prices for foodstuffs. 
Secondly, though partly for the same reason, incomes 
rose and strengthened consumer demand for both 
industrial and agricultural products. But in many 
countries government policies themselves contributed 
to price increases. The fact that these increases were 
frequently concentrated in the first half of the year 


ао ce Sl НОЕ АОИ 
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TABLE 15 


Index numbers of the cost of living in western European countries 


1953 = 100 
Food, drink Industrial : Е 
Caney and tobacco а manufactures 5 Housing Fuel and light TOTAL ¢ 

Dec. 

о > 
Austria Ae ara eee | TOS 107 111 100 103 103 100 102 102 95 97 99 | 107 107 110 
Вл Лена 102 104 _ 106 98 100 101 Be ve An 104 108 111 1014 1044 1054 
Denmark р Sees tia 113 115 108 — 110%. 113 114 114 121 118 128 129 и 9 О 
аа seg: 95 106 117 87 88 93 141 157 166 98 107 109 93 O77 15 
ранее ое Sete oe 100 100 10 101 101 103 И 169 a0 99 93 95 102 102 31103 
Western Germany . 104 105 105 99 100 101 108 109 110 109 109 112 104 105 106 
Greece mE. CLL ie - 19S 1225 121 125 120 126 154 154 154 130 127 135 12588120 126 
ен». осы 106 107 102 101 102 102 108 109 114 105 109 120 105 108 107 
а коне 107 111 111 101 101 101 136 156 160 100 100 103 ТО 1 112 
Netherlands .... 104 11 110 100 98 102 125188 ]25 8125 10 И Шо 106 109 110 
оу а 612 99 100 101 111 TIS 1115 11511208126 105 11 110 
Rortugal tice ogee: 104 104 108 99 96 98 11681158116 103 103 103 104 103 106 
Spaitia. корме 108 113 т 106 107 109 103 103 103 aT 107 11 114 
sweden: ож. 110 113 114 99 100 100 116 116 116 104 11 123 107 109 . 111 
Switzerland .... 104 — 105 107 99 98 98 106 109 109 99 101 105 102 103 104 
United Kingdom . . 111 193 113 104 105 106 10813115 120 121 127 110 112 13 
Mucosiavia с к 123 133 129 90 90 90 131 136 136 22881201123 114 120 119 


Sources : National statistics. 


Note. — For Portugal and Spain the indices given for December 1956 
relate to November. 


@ In certain cases excluding drink and tobacco. 
Ь For Finland, Greece, Ireland, Italy, Norway, Portugal, Switzerland and 


can be explained, in part, by the temporary effects 
on some food prices of the severe winter of 1955/56, 
but mainly by the effects of measures to restrain 
consumption, through an abolition of subsidies or an 
increase of turnover taxes, which were introduced in 
a number of countries at the end of 1955 or early 
in 1956. In Finland, the expiry of price control in 
December 1955 resulted in the sharpest increase in the 
cost of living registered in any country. In Norway, 
price subsidies were reduced in April 1956, and in the 
United Kingdom, the purchase tax on consumer 
goods was increased in October 1955 and bread and 
milk subsidies were reduced in February 1956. On the 
other hand, the comparative stability of the price level 
in France, western Germany and the Netherlands can 
also be partly attributed to direct government action 
on prices. 

In general, the rise in the price of services reported 
in a number of countries is due to an increase in wage- 
costs in non-industrial activities where productivity 
normally rises less than in industry; but government 
policies also have affected charges for rents, transport 
and fuel and light in a number of countries. Thus, 
in the United Kingdom rents rose gradually in the 
course of 1956, retail prices for coal and coke were 
raised in June following an increase in pithead prices 
of coal and transport charges for road passenger 
traffic were raised in May. 


Yugoslavia the series refer to clothing only; for the other countries, clothing 
and household goods. 


с Including other commodities and services in addition to those enumerated, 
but excluding taxes. 


d Excluding rent. 


The Policy Measures 


As a result of the various manifestations of infla- 
tionary pressures reflected in balance-of-payments 
positions and in rising levels of costs and prices, re- 
strictive policies are now being applied in almost all the 
industrial countries of western Europe. Deflationary 
measures were introduced in the United Kingdom 
and in the Scandinavian countries as early as 1954 
and the first half of 1955, and were reinforced in those 
countries in the course of 1956. All other western 
European industrial countries—with the exception 
of Italy and Switzerland—introduced restrictive meas- 
ures of varying degrees of stringency and in varying 
combinations in the course of 1956. In Italy, idle 
capacities and an ample supply of manpower made it 
possible for expansion to continue without, in the 
Government’s view, provoking undue inflationary 
tendencies. In Switzerland, where demand is pressing 
hard on domestic resources, a sharply rising volume of 
imports has helped to prevent prices from increasing 
and wages have also remained almost stable.? 


305 The only measure of credit restrainti п force in Switzerland 
is the gentleman’s agreement with the commercial banks and 
insurance companies concluded in June 1955 for the maintenance 
of minimum reserve deposits with the Swiss National Bank and 
a more restrictive credit policy. In view of an acute shortage 
of funds which developed by the end of 1956, the National 
Bank decided in December to release temporarily half of the 
balances of the banks’ minimum reserve deposits. 
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TABLE 16 


Output per man-hour and earnings in industry ° 


Percentage increase over corresponding 
period of previous year 


Money Out 
put per 
Country Year hourly man-hour 
earnings 
Е een eS a sie 1955 4 3 
1956 4 5 2 
iBelgiumips о foe cae 1955 2) 8 
195665 13 с 4d 
Denmark an ane 1955 5) 22 
19568 6 2, 
Finland о eee 1955 5 5 
19564 10 6 
prance mee, . sett aac 1955 8¢ 8 
195665 9с i 
Western Germany . . | 1955 1 6 
19566 9 4 
TCaly fae ыы cimad © Gaps ome’ 1955 4 8 
19566 6 7 
INetherlands ее ее 1955 7 4 
19564 Sie 34 
INOTWay oo 4 1955 5 — 
195665 1 54 
Swedenf-s. . = 1955 7 44 
19565 8 24 
United Kingdom. . . | 1955 8 3 
19564 8 * =. 


Sources: National statistics. For further details, see Appendix В. 


In general, average hourly earnings refer to manufacturing industry only. 
Output per man-hour refers to total industry, including mining and public 
а utilities. 


5 Data refer to as many months as are available, generally 9-12 months, 
с Wage rates in manufacturing industry. 
d Output per worker. 


A more satisfactory balance-of-payments position 
was the primary objective of policy measures adopted 
in Denmark, the United Kingdom and, to some 
extent, also in Sweden, where foreign exchange 
reserves continued to be inadequate. More recently, 
the deterioration in the balance-of-payments position 
of the Netherlands has given rise to serious concern 
and a government programme to deal with this new 
situation was published in February 1957. Defla- 
tionary policies were also adopted by western Germany 
and Belgium to check the increase in wage costs and 
in prices—regarded as dangers in themselves— 
although both countries have large balance-of- 


payments surpluses. In western Germany, the rate 
of over-all expansion has been quite exceptionally 
high, but the decision to adopt a restrictive course was 
based principally on the allegedly particular sensitivity 
of that country to inflationary phenomena. 


It would appear that, at first, reliance was placed 
mainly on monetary and credit policies in most 
countries. The preference for using these instruments 
was due partly to the fact that they had been neglected 
for some time and partly to the belief that they 
worked almost automatically and with less inter- 
ference with the free market forces of the economy 
than fiscal or administrative measures would have 
involved. Another consideration was the political 
difficulty of reversing the trend towards lower personal 
income taxes, which had started in the period of 
slack following the Korean boom. 


Central Bank discount rates were raised in all 
countries which had embarked on a restrictive course, 
with the exception of France—in some instances 
several times—but since it had become common 
experience that variations in the cost of credit by 
themselves do not greatly influence investment de- 
cisions in industry during a period of continued 
upswing, this measure was supplemented by a 
series of others aiming to reduce liquidity. Greater 
use was made of open market operations. Bank 
liquidity and therefore the possibility of making 
advances were further influenced by increases in 
minimum reserve requirements or liquidity ratios and 
by restrictions on re-discounting facilities. А more 
direct limitation of credit was the attempt to freeze 
bank advances at a given level, or the lowering of 
that level, in Austria, the Scandinavian countries 
and the United Kingdom. 


Government loans issued on particularly attractive 
terms—with high yields in Denmark, Finland and 
Sweden, with tax exemption in Belgium, Finland 
and France and with an index-clause in Finland and 
France—served to force higher interest rates through- 
out the system. The trend of bank advances in selected 
countries can be seen from Table 17. In the United 
Kingdom and Sweden, restrictive policies were 
effective in reducing advances below the 1955 level 
and in some of the other countries shown, in slowing 
down the rate of increase. In both the United King- 
dom and Sweden, moreover, the lending policy of 
commercial banks was operated in a highly selective 
way. Whereas total advances in the United Kingdom 
declined by some 3 per cent from November 1955 to 
November 1956, advances to the capital-goods sector 
rose considerably (by 20 to 27 per cent) and the credit 
freeze affected mainly the food industries, retail 
trade, hire-purchase and personal ап@ professional 


oo Though they did appear to have affected investment in 
stocks in some countries. 
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TABLE 17 


Bank advances in selected countries 


Millions of national currency units 


ES eS ee eee eee 


я United 
Period Kingdom а Sweden 
19543 Marcher eee о 1 854 10 463 
опеке р 1894 10 742 
О cua Sake. 1 934 10 940 
December ое. 1 957 11 092 
1955" March™. +. 2 095 11 387 
Торе Sat: 2 190 11 070 
eptember ее. 21215 10 951 
December's че" 1981 10 530 
1OSGeMarch pores ok 1 961 10 643 
пел erties. th. | 1985 10 861 
Берет а. . 2002 10 825 
р ав в 1931 


Western 


N : 
orway Denmark Germany Finland 
7 740 5 465 42 006 110 816 
7986 5 751 43 612 117 220 
8 110 5 766 46 267 121 744 
8 165 5 824 50 170 128 955 
8 471 5 733 52 261 134 881 
8 552 5 835 54 761 142 305 
8 553 5 810 57 630 143 785 
8 514 5 928 61 121 155 436 
8 751 5 886 63 455 159 981 
8 870 6 092 65 726 163 175 
8 867 6 111 67 207 161 927 


Sources; United Kingdom : Monthly Digest of Statistics (advances by 
member banks of the British Bankers’ Association); Sweden: Quarterly 
Review of the Bank of Sweden (commercial banks’ advances); Norway: Monthly 
Bulletins of the Bank of Norway (joint stock banks and savings banks); Den- 
mark: Monthly Review of the Economic Situation in Denmark, The Danske 
Landmandsbank (commercial banks’ advances); Western Germany: Monthly 


Ботго\етз.3? In Sweden, also, credit restrictions 
appear to have been concentrated on non-industrial 
borrowers. Advances to private industry in November 
1956 were 2 per cent above their level of a year earlier, 
whereas advances to all other sectors remained more 
or less constant.*% 


In western Germany, the continuing influx of 
foreign exchange is adding to the banks’ liquidity, 
and the upward trend in bank advances has been 
slowed down only very slightly. Industry seems to 
have been affected about evenly, with the exception 
of the iron and metal-working industries, which 
obtained much more credit than a year ago. 


In Denmark and Norway, advances have begun 
to rise again, and the National Bank of Denmark has 
appealed to commercial banks to exercise more 
restraint, while in Norway commercial banks were 
instructed to reduce credits during the last months 
of the year by a stipulated amount. 


In so far as measures in the monetary and credit 
field were not expected to have, or failed to have, any 
rapid or marked effect on the growth of investment, 
they were supplemented in some countries by measures 
promising more direct effects. Thus, the United 
Kingdom, Norway and Denmark exercised control 
over new capital issues; Sweden and Norway have, 


32 The Bankers’ Magazine, January 1956 and 1957. 
38 Ekonomisk Revy, December 1956. 


Report of the Bank Deutscher Lander (advances to business and private 
customers by credit institutions outside the central banking system), Finland : 
Monthly Bulletin of the Bank of Finland (advances to the public by the com- 
mercial banks). 


а Figures correspond to preceding month. 


in addition, imposed a tax on industrial investment; 
Sweden raised company taxation early in 1955, and 
Norway restricted imports of capital goods. The 
Netherlands reduced facilities for accelerated de- 
preciation towards the end of 1955 and the new 
government programme provides for an increase in 
company taxation and for the suspension of invest- 
ment allowances. The United Kingdom had adopted 
similar measures, and France raised the tax on 
corporate profits in July 1956. 


But since it was the professed objective in most 
countries to prevent the whole burden of adjustment 
from falling on industrial investment, so as not to 
prejudice long-term industrial expansion more than 
was strictly necessary, greater emphasis has more 
recently been laid on measures which aim at limiting 
consumption or at attacking price increases more 
directly.*4 


The demand for durable consumer goods, which 
in part competes directly with investment demand 
for engineering products, was curtailed through the 
tightening of hire-purchase regulations. Thus, in 
Austria banks were requested to restrict lending for 
hire-purchase finance. In Denmark minimum hire- | 
purchase deposits had already been increased in 1954. 
In France, the ability of specialized institutions to 
extend instalment credit was restricted and the 


34 | imitations placed оп the construction of dwellings in some 
countries have already been referred to in Section 4. 
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proportion of the value of any sale that should be 
thus financed was reduced from 80 to 70 per cent. 
Both in the Netherlands and in Sweden, down-pay- 
ments were increased and the period of repayment 
shortened, and in the United Kingdom the similar 
restrictions introduced in 1955 were reinforced twice 
during 1956. 


Fiscal and administrative measures to reduce 
consumer purchasing power, and consisting in 
reductions of subsidies or increases in indirect taxa- 
tion, were applied by the Scandinavian countries, the 
United Kingdom, and Finland; and they also form 
part of the Dutch Government’s proposals. A specific 
defect of these measures is that, while curtailing real 
consumer demand, they are likely to affect the cost of 
living and thus to increase wage pressures. They may 
therefore have played a part in accelerating the 
vicious spiral, particularly in those countries where 
index-tied wages predominate.* 


Other countries, particularly those where the 
balance-of-payments situation is comfortable or is not 
considered a major problem, have concentrated their 
efforts on checking price increases directly since they 
could afford the risk that released purchasing power 
would spill over on to imports. Both Belgium and 
western Germany reduced indirect taxes on items of 
mass consumption, and western Germany granted 
indirect subsidies to coal mines to compensate them 
for miners’ wage increases and thus to prevent higher 
coal prices. France has combated the rise in the cost- 
of-living index for some time by tax reductions, sus- 
pensions of import duties and price blocking. In July 
a general price stop on home-produced industrial 
goods, trading margins and services was introduced 
to brake the upward price movement. In Finland, 
however, where the balance-of-payments situation is a 
matter of grave concern, the price stop for home 
market goods decreed in November 1956 was an 
emergency measure to limit new demands for wage 
increases in the hope of preventing a renewed price- 
wage spiral. 


The Impact of Deflationary Policies 


Now that restrictive policies have been in force for a 
sufficient period of time in some countries—though 
not in others—to have produced results, an attempt 
can be made to examine their impact from the point 
of view of the various objectives they were intended to 
achieve. 


A fairly general conclusion that might be drawn is \ 
that they succeeded in reducing the pressure of over- \ 
all demand and in checking price increases, but at the \ 


35 In Finland, the reduction in subsidies on some food items . 


(sugar, coffee, butter, meat) in October 1956 was expected to 
raise the cost of living by about 5 per cent. 


expense of greatly slowing down the rate of expansion 
or of bringing it to a halt, as in the United Kingdom, 
Sweden, and, until recently, Denmark. It is difficult, 
however, to attribute the success (or any partial 
failure) to any specific measures taken, since they were 
used in various combinations and their effects were 
interacting. Thus, it cannot definitely be said that 
monetary policy affected primarily investment, and 
fiscal policy consumption, since the secondary effects 
of a slower growth of consumer demand on expecta- 
tions and investment decisions must also be taken into 
account, and since credit restraint also affected per- 
sonal consumption through the reduction of personal 
loans and of hire-purchase credit. 


Neither can any generalization be made as to the 
speed with which restrictive measures worked either 
directly or through their impact on expectations, since 
this varied a great deal from country to country. 
For example, in the United Kingdom, credit restraint 
affected orders on investment-goods industries fairly 
quickly, but the volume of industrial investment outlay 
began to slow down only at the end of 1956, about 
a year and a half after the instruments of the credit 
squeeze had been sharpened. In western Germany, 
on the other hand, the rate of investment growth 
began to slow down in the latter part of 1956, roughly 
six months after the reinforcement of a mildly restric- 
tive credit policy. The explanation may be that, apart 
from what one might consider a fairly normal reaction 
to an exceptionally high level of investment over a long 
period in that country, business men’s behaviour and 
expectations respond more promptly to government 
pressures and appeals, and to changes in the general 
economic climate, in western Germany than elsewhere. 
But in addition, profits had begun to decline as a result 
of the-rise in wage-costs and, since self-finance had 
traditionally played an important role in investment 
financing, not only the reduced willingness to invest, 
but also the greater financial difficulties in carrying 
out projected schemes may have been a more impor- 
tant factor in determining the level of investment. 


Whether policy measures were particularly effective 
in slowing down or arresting the growth of investment, 
or whether they began to have an impact only quite 
recently, the problem now arises of the conflict between 
the immediate objective of reducing inflationary pres- 
sures and the long-term goal of securing future 
expansion through the creation of new productive 
capacities and the improvement of the competitive 
position of exports. This dilemma is particularly 
acute for countries where the volume of industrial 
investment has been relatively low—as has been the 
case all along in the United Kingdom and Belgium— 
and where a high level of investment is essential for 
export expansion and for the structural changes 
required to achieve it, as in Austria and Denmark. 


~ 


Chapter ПТ — Page 29 


As to the success of some countries in achieving an 
improvement in the balance of payments, the question 
arises whether the result may not, in some cases, 
be more apparent than real. In those countries where 
the balance-of-payments disequilibrium is of a struc- 
tural nature and not merely a by-product of excess 
domestic demand, the slowing down of activity 
below what it could otherwise have been, in order to 
relieve balance-of-payments strains, is an insufficient 
cure unless it is supported by other measures to 
facilitate structural adaptations of output to changes 
in world demand or to reduce costs of production 
and bring export prices more into line with those of 
competing countries. The Danish balance-of-payments 
problem is certainly of a structural nature, in view 


/of the need to shift resources to industry for the 


purpose of increasing industrial exports. In Sweden, 
also, the view has recently been expressed 36 that the 
weak balance-of-payments position is not solely 
the consequence of a high level of demand, but that 
structural factors are partly responsible. It is thought 
that consumption and investment have shifted towards 
a pattern with a higher import content and that this 
would tend to raise imports irrespective of the level 
of domestic demand. | 


Where the purpose of restrictive policies was not 
merely to reduce the pressure of over-all demand on 
available resources but to produce a certain degree 
of slack so as to facilitate a shift of resources from 
domestic consumption to exports, the problem turned 
out to be much more difficult to solve, and disinfla- 
tionary measures much slower to produce results than 
had been hoped. It would appear, both in Denmark 
and in the United Kingdom, that to produce a slack 
in some sectors was not enough, by itself, to ensure 
a more rapid expansion in others. It has already 
been pointed out that in the United Kingdom part of 
the manpower released from contracting industries— 
in particular, consumer durables—did not find its 
way to export industries but to distributive trades and 
transport. One reason may be that, apart from the 
time factor already referred to, workers released were 
not always of the right skills. The fact, however, that 
exports have risen in volume by 6 per cent, which is 
not more than the rate of expansion achieved in 1955, 
would also suggest that in some sectors demand in 
overseas markets may have been a limiting factor. 
Once again, the conclusion appears to be that, if 
export expansion is no longer limited by physical 
shortages, a prolonged continuation of restrictive 
policies affecting the level of investment, as they begin 
to do in the United Kingdom, might be costly in terms 
of potential output forgone, and insufficient by them- 
selves to bring about a more marked increase in exports. 
‚ 38 Konjunkturlaget поет 1956. Meddelanden fran Konjunk- 
turinstitutet.. =” г oe Rote ee 


The recent reduction of the discount rate in the 
United Kingdom from 51% to 5 per cent does not 
necessarily indicate any loosening of effective restraints 
on investment which now exist, and official statements 


Suggest that no substantial relaxation is in fact 
intended. : 


In countries such as western Germany and Belgium, 
where the balance of payments presents no problem 
and where price increases have been comparatively 
moderate, the need for the maintenance or reinforce- 
ment of restrictive measures affecting production 
has been even more questionable, particularly in view 
of the fact that they strengthen the tendency towards 
chronic balance-of-payments surpluses, add to the 
balance-of-payments strains of other countries, and 
hence prolong the need for deflationary policies 
elsewhere. In western Germany, a joint survey of 
six leading economic research institutes published in 
December 1956 stated that: “ Itis up to those responsible 
for credit policy to find the right moment for a pos- 
sible departure from the present restrictive line. . . .” 
On 10 January the discount rate was reduced for the 
second time,’ from 5 to 4 per cent, because of the 
slowing down of the boom in the investment sector. 
It has, however, been officially stated that this measure 
is not to be considered as a signal for a reversal of 
monetary policy. In Belgium, an anti-inflationary 
programme put forward in October by the Government 
and envisaging far-reaching measures for wage and 
price stabilization has not been adopted, and may 
have been found unnecessary in view of the compara- 
tively mild manifestations of inflationary pressure in 
that country.®® 


Wage Pressures and Government Policies 


In many countries the outcome of present wage 
negotiations and the prospects of wage demands in 
1957 are in the foreground of government preoccupa- 
tions. The future development of government policies 
—the question whether the time has come in some 
countries to relax credit and other restrictions—thus 
hinges, apart from any immediate concern over what 
is considered to be a dangerous balance-of-payments 
position, on the question of wage demands and the 
chances of their being met. 


In the course of 1956, the slowing down of the rate 
of expansion and the easing of over-all pressure of 


37 The lowering of the discount rate from 5 to 5 per cent 
in September 1956 was mainly designed to check the influx of 
short-term funds. 


88 The draft legislation submitted to Parliament in January 
consists mainly of a profits tax of 5.5 per cent on profits exceed- 
ing 500,000 Belgian francs. The yield of this tax will not be 
sterilized, as originally intended, but will be used for social 
expenditure and for scientific research. It is estimated that only 
a.small number of firms will be affected by this measure and that 
the total yield of the tax-will.be about 1.6 billion Belgian.francs. 
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demand have had only little effect on wage movements. 
As has also been evident in previous years, money 
wages have, on the whole, not risen more rapidly in 
countries with full employment than in those with 
some slack or even mass unemployment. 


Only scattered information is available about 
current and prospective demands for wage increases. 
However, on the whole these demands do not seem 
to have become sufficiently restrained, even in coun- 
tries where deflationary policies have been applied 
most vigorously, to relieve governments of their 
preoccupation with this problem. It is true that trade 
unions in Sweden have recognized that, in the present 
situation, there is less scope for wage increases; and 
according to an agreement between the workers’ and 
employers’ organizations, the increase will be limited 
to 2 per cent in 1957 and to 21 per cent in 1958. In 
the United Kingdom, demands for wage increases at 
the beginning of 1957 seem to be about as numerous 
as early in 1956, but a tentative impression is that 
they are somewhat more modest and also that 
employers’ resistance is stiffening. In Norway, most 
of the wage agreements concluded in 1956 were for a 
two-year period, but new wage demands can be 
made if the cost-of-living index in March or September 
1957 reaches the level of 156. At present the index 
is at 150, and it remains to be seen whether the Govern- 
ment succeeds in stabilizing prices. While, therefore, 
there is a possibility that money wages in many 
countries may not rise quite as quickly in 1957 as 
they did in the two preceding years, the prospective 
increases are still considered as a factor making for 
instability. 

Of the countries where the pressure on manpower 
resources continues unabated, an increase in wages 
of at least 5 per cent as compared with the average 
for 1956 has already taken place in France at the be- 
ginning of 1957, and an increase of about 9 per cent 
has been estimated as likely in the Netherlands in 
1957.0 


In Italy, a country with large idle manpower 
resources, the lull which characterized the labour 
market in 1956 seems to be coming to an end, in view 
of a series of demands for wage increases. In western 
Germany and in Belgium, no substantial wage claims 
appear to be outstanding after the very large wage 


Е Chapter 5, on “ Labour Market Problems in Western 
Europe ”, in the Economic Survey of Europe т 1955. 


4° The forecast of developments in the Netherlands takes 
account of the expected wage settlements connected with the 
old-age pension scheme which came into effect on 1 January 
1957 and the rent increase of 25 per cent for pre-war dwellings 
proposed for 1 July 1957. It should be noted that wage costs 
and wage incomes will probably rise by only some 3 per cent 
as the special wage bonus paid out during 1956 will not be 
repeated and as, on one hand, a special tax on the wage-bill 
has been abolished and, on the other, the premium for the 
old-age pension scheme will have to be paid. 


increases obtained in 1956, and it is thought that the 
change in the over-all climate in western Germany 
will make employers more reluctant to grant any 
new wage demands. It is nevertheless considered 
that “an adaptation to the changed market situation 
by the parties in wage negotiations and by business 
in general when framing price policy would provide 
one of the most important pre-requisites for a change 
in the basic direction of business cycle policy ”.* 
On the other hand, the movement for a shortening 
of the standard working week with full pay com- 
pensation has been particularly marked in both 
Belgium and western Germany. In western Germany 
this already affects such important sectors as coal 
mining and parts of the metal-using industries, and 
more agreements are to come into force in the early 
months of 1957. Even in the absence of further rapid 
wage increases, the shortening of the working week 
is a factor making for a rise in wage costs in 1957. 
Western Germany is, however, in the fortunate 
position of having a greater “ international margin ” 
than most countries for absorbing increases in its 
domestic wage and price levels. 


If then, as seems likely, deflationary policies in 
themselves—short of creating mass unemployment— 
are not sufficient to produce wage restraint on the 
part of the trade unions, although they are likely 
to strengthen employers’ resistance to wage demands, 
there is danger that governments will continue to 
maintain policies which prevent the resumption of 
expansion without thereby providing a solution 
to what they consider to be one of the key problems 
in the present situation. 


Inflationary Pressure and Balance-of-Payments Problems 
in France 


The relatively easy economic situation in France in 
1955 changed in the course of 1956, and the related 
problems of price stability and balance-of-payments 
equilibrium took on an acute form. The priorities 
allocated to those problems and the manner in which 
they were tackled differed considerably, however, 
from those applied elsewhere. 


At the beginning of 1956 the two major policy 
objectives were to find a way of restoring order in 
Algeria and to improve the welfare of workers and 
old people. The measures then adopted involved an 
increase of military expenditure, an extension of the 
legal paid holiday from two to three weeks, and a new 
old-age pension scheme. At the same time, it was part 
of the government programme that wages should 
continue to increase, that prices should be kept stable 


“1 Economic Conditions in the World and in Western Germany 
at the End of ‚1956, joint analysis of the economic situation 
by six economic research institutes, 14 December 1956. 
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and that investment should be permitted to expand at 
the same rate as during the previous year. An expan- 
sion of production was hence required to provide 
sufficient resources to meet, without price adjustments, 
the increased demand that would result from such a 
policy. It was clear that this would also involve a rise in 
imports of raw materials and finished products, but 
the level of foreign exchange reserves was considered 
sufficient to ignore temporarily any balance-of- 
payments considerations. 


The situation turned out, however, to be more 
difficult than was expected, partly because the pro- 
longed and severe frosts of February had serious 
effects on agricultural production. Even before the 
new decisions could make their impact felt, prices 
showed a definite tendency to rise. During the summer, 
the government had recourse to moderate deflationary 
measures to check the rise in consumption and to 
slow down somewhat the growth of investment. 
Among those measures, particular importance was 
attributed to a public loan launched by the Treasury 
on very advantageous terms to meet the cost of 
military operations in Algeria. The financial success 
of this loan exceeded the most optimistic hopes: the 
high subscription on the capital market absorbed some 
liquid funds and was assisted by important private 
capital transfers from overseas French territories. 
It did not, however, as was hoped, lead to an increase 
in the rate of savings. 


To check the increase in prices, direct measures were 
also adopted: a general freezing of industrial prices, 
together with subsidies or the temporary abolition 
of taxes on some food items and services. Particular 
attention is given to the official cost-of-living index for 
Paris, which reached 146.8 (1949=100) at the begin- 
ning of 1956. According to the sliding-scale clause, 
the legal minimum wage rate is subject to renegotiation 
if the index reaches 149.1. Although the direct effect 
of this adjustment on disposable incomes would be 
limited, the government apparently fears that it would 
mean a generalization of demands for wage increases 
and the start of an inflationary price-wage spiral. 
But, unless something is done to reduce the pressure 
of demand, it will not be possible to manipulate the 
index indefinitely so as to keep it below the danger 
point. If this limit is exceeded, wage demands are 
likely to become all the more pressing the longer the 
adjustment is delayed. 


In fact, and notwithstanding these efforts, prices 
went up notably in 1956. For consumption goods 
and services the increase over 1955 may be estimated 
at 4 per cent, so that the volume of private consump- 
tion in real terms rose by 5 per cent, while disposable 
incomes showed an advance of 8 per cent. But, as may 
be seen from the table below, this price adjustment 
would not have been sufficient to equate demand and 


supply, had imports not been much higher and exports 
somewhat lower in 1956 than in 1955. The result was a 
deficit of about 400 billion francs on the external 
balance on current account (of which 170 billion 
francs on the balance with foreign countries) and a 
drop in foreign exchange reserves by over $700 
million in the course of the year to a level below that 
at the beginning of 1955. 


Domestic Production and Expenditure in France 


1956 Increase over 1955 
Billions of francs 


at 1955 prices Percentage 


15 650 650 4.3 
2 030 300 17.2 


Imports 


17 680 950 Bball 
11 440 520 4.8 


Available resources ..... 
Private consumption. .... . 
Public consumption: 


for civilian purposes? . .. . 190 30 18 

for military purposes ... . 800 200 34 
Gross fixed capital formation 3 090 170 5.8 
Increaseyinystocks) sen seen 240 110 85 

Domestic expenditure .... 15760 1030 7.0 
Exportseear cs (nce treet Gis es 1 920 —80 —4.2 


Available resources ..... 17 680 950 5: 


Sources : Official estimates. 


@ Consumption of goods and services; excluding wages and salaries of govern- 
ment employees. 


While a part of the deterioration of the French 
balance of payments in 1955 is attributable to the effects 
of the exceptionally severe weather at the beginning 
of the year, the disequilibrium was mainly the result 
of more fundamental tendencies. Import require- 
ments had increased with the economic expansion 
which occurred since the war, and exports needed to be 
stepped up at an ever-increasing rate. Hitherto this 
was mainly accomplished by increases in exports of 
food and raw materials, while less consideration was 
given to the need to increase the competitiveness 
of French manufactures on the international market 
and to stimulate the interest of French producers in 
expanding their foreign outlets. 


It is clear that measures must soon be taken to 
stimulate exports and reduce imports either by elimi- 
nating disparities between internal and external prices 
or by manipulating import taxes and export subsidies 
so as to make them more effective in checking 
imports and promoting exports. But, as long as the 
French economy is producing near full capacity, 
these measures, and others which might be contem- 
plated, are unlikely to provide a complete solution 
to the difficulties. The elimination of the payments 
deficit would soon be counteracted by new pressures 
on prices unless measures were taken, at the same time, 
to reduce domestic demand to a level more in ассог- 


Page 32 — Chapter Ш 


dance with domestic production. That the roots of the 
difficulties are to be found in the pull of the domestic 
market, marked by the rise in civilian and military 
expenditure, is reflected in the decline in practically 
all types of French exports in 1956, including those 
for which there was a keen demand on foreign markets. 
An effort is now being made to prevent public expen- 
diture in 1957 from rising further. But this will not 
suffice to restore balance if private consumption keeps 
increasing at the same steady rate as during recent 
years. Given the present level of public expenditure, 
a slowing down of the expansion of disposable 
incomes seems to be the only way out of the present 
inflationary situation and a necessary condition for 
strengthening the external position. 


The Special Case of Finland 


The inflationary situation in Finland seems now to 
have reached particularly dangerous proportions. 
The difficulties started as early as the autumn of 1954, 
when the Government increased subsidies and reduced 
turnover taxes and effected a reduction in the cost-of- 
living index from 104 to 98 (October 1951100). 
These steps were taken in the hope of avoiding wage 
increases which, according to the stabilization pro- 
gramme of 1951, would be due when the cost-of-living 
index had increased by 5 per cent. This attempt at 
stabilization, though checking the increase in cost of 
living for a time, failed to keep wages from sliding 
upwards. During 1955 wages of industrial workers 
rose by 5 per cent and those of all wage earners (in- 
cluding workers in agriculture and forestry as well 
as government and other employees) increased by 
almost 10 per cent on the average. During 1956 the 
underlying difficulties became more acute, for reasons 
discussed below, and money wages increased by a 
further 10 to 15 per cent while the cost-of-living index 
moved sharply upward to 118 in December, compared 
with 101 a year earlier. 


Prior to these events, the Finnish economy had been 
making a gradual adjustment to world cost and price 
levels following the disturbances associated with the 
Korean war. The price boom for forestry products 
at that time had left Finnish costs seriously inflated 
because, unlike Norway and Sweden, Finland had not 
imposed an export levy until too late to shield the 
economy.** Even after the price slump in 1951/52, 
world market prices for forestry products remained 
well above pre-Korean levels, and Finland’s export 
position remained strong for the time being. It 
enjoyed, in fact, a substantial improvement in terms 
of trade compared with the 1930s which has materially 


ча Even before the boom in prices for forestry products, 
however, Finland had experienced a sharp rise in wages, starting 
in the early part of 1950, sufficient to impair its competitive 
position. ; 


assisted the impressive development of the economy 
since the war. The expansion has been largely con- 
centrated on industries producing for the home 
market and also on the engineering industry, which 
had been developed during the war and was further 
expanded in the post-war years in order to meet 
commitments for reparations to the Soviet Union. 


Thanks to stable price and wage trends in Finland 
during the years 1952 to 1954, price disparities be- 
tween home-produced and imported goods tended to 
diminish. Since export earnings continued to grow 
at the same time, the first steps towards a liberalization 
of imports could be taken in 1955 through the intro- 
duction of automatic licensing for certain goods, 
including some manufactures.*? All hopes of a realign- 
ment of the Finnish price and cost levels to the world 
market were, however, scattered through the sharp 
increase in costs in 1956, coincident with unfavourable 
developments in the export market for timber, resulting 
in a sharp decline in export prices and quantities. 


The upsurge in wages and prices in 1956 followed a 
decision by Parliament to abolish, as from the begin- 
ning of the year, the control of prices and wages and 
the other special powers with which the Government 
had been endowed. This change in policy included a 
reduction of price subsidies, a relaxation of rent control 
and a limitation of the activity of the price equalization 
fund as well as a rejection of a proposal b:’ the Agrarian 
party for linking agricultural prices to industrial 
earnings. Rents and certain prices immediately rose 
and the Government, deprived of its emergency 
powers, resigned. Wage negotiations started but were 
broken off by a general strike,** which could only be 
brought to an end through the intervention of the new 
Government. The truce granted the workers a 
12 per cent increase in contractual wages, and industry 
received in compensation a cut in income and property 
taxes, higher depreciation allowances and a reduction 
in contributions to children’s allowances. By these 
means, the cost effect of the wage increase may have 
been more or less neutralized, but only at the expense 
of enhancing their demand effect. A modified index 
clause in the wage contracts was reinstated, and limited 
price controls, as well as certain subsidies, were also 
restored. The Parliament finally accepted the agri- 
cultural price regulation system, which entered into 
operation in September. 


It soon became clear that the agreement reached 
offered no permanent solution to Finland’s economic 
problems, mainly because the burden on State finances 


42 In order to avoid too rapid an increase in imports, recipients 
of automatic licences were requested to deposit 10 per cent of 
the value of licences with the Bank of Finland. In early 1956 
the liberalized sector covered about 40 per cent of total imports. 

“8 The loss of production incurred through the strike has 


Officially been estimated at 2 per cent of the annual national 
product. | 


proved too heavy, but also because of the deterioration 
in terms of trade during the year and the ensuing 
reduction of the foreign exchange reserves. In order 
to avoid a huge budgetary deficit the Government was 
forced to increase its revenue by raising alcohol 
Prices, some import duties and rates for public ser- 
vices; in addition, a turnover tax of 25 per cent was 
reimposed on some textiles. This was followed 
by further price adjustments throughout the economy, 
and the cost-of-living index reached, as early as 
August, the point at which new wage negotiations 
could be demanded. In this situation the Government 
could only seek a respite by decreeing a temporary 
price freeze on home market goods; at the same time 
the budgetary situation had again to be relieved by the 
removal of part of the food subsidies and by the 
increase of some excise duties. Negotiations on a 
new stabilization programme have been going on 
since then, but so far without any announced result. 
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Even if further increases are avoided, the inflation 
which has already occurred in costs is seriously 
threatening the competitive position of all forestry 
industries. The difficulty is all the greater for the home 
market and potential export industries, which need 
to be expanded in the interest of diversification of 
Finnish production and trade but which, even under 
normal circumstances, are at a competitive disadvan- 
tage at exchange rates appropriate for the forestry 
industries. Any exchange rate adjustment which 
might be contemplated in the present situation would, 
however, be unlikely to bring lasting benefits unless 
the inflationary bias inherent in the existing system 
were eliminated. The ties now existing between wages 
and the cost of living, on the one hand, and between 
industrial and agricultural incomes on the other, 
impose particular and sometimes unbearable strains 
on a small and highly specialized economy exposed to 
sharp changes in its terms of trade. 


7. THE IMPACT OF THE SUEZ CRISIS 


Effects on Production 


The international crisis that occurred in the Middle 
East at the end of October had direct effects on the 


economic situation in western Europe. The blocking of 


the Suez Canal and the wrecking of the pipelines 
linking the oil fields of Iraq to the Mediterranean 
disrupted the channels through which about one- 
third, in value, of western Europe’s trade with the 
rest of the world normally goes. In view of the high 
rate of utilization of the world merchant fleet already 
prevailing during the summer, the lengthening of the 
sea routes was bound to have serious repercussions 
on European imports and exports. 


Maintaining sufficient supplies of petroleum pro- 
ducts proved the most complicated problem, as 
75 per cent of the crude oil processed in western 
Europe had previously come through the canal or 
the now unusable pipelines. Petroleum could still 
be brought from the Persian Gulf round the Cape 


of Good Hope, and there was the possibility of 


substantially increasing imports from the American 
continent. Serious efforts were made to ensure 
maximum deliveries to Europe; but the limitation of 
production in the United States and the lack of suf- 
ficient tanker capacity resulted in a reduction of 
supplies by some 20 per cent as compared with the 
level they would normally have reached. Such a 
reduction was disquieting in view of the increasing 
part played by petroleum products in the European 
economy. Since the crisis started shortly before the 
onset of winter, when energy consumption is generally 
highest, the shortage of liquid fuel was liable to be a 
serious impediment to transport, to slow down indus- 


trial activity and ultimately to jeopardize economic 
expansion. | 


In actual fact, it now appears that production will 
not be greatly reduced, even in countries such as Italy 
or Sweden, which use petroleum products more than 
any other form of energy, or in France and the United 
Kingdom, which may have been most exposed to 
reductions in petroleum imports. The mild winter 
has made it easier to reduce fuel consumption; and 
in certain cases it has been found possible to substitute 
coal for fuel oil, and rail for road transport. Although 
some industrial undertakings had to curtail their 
activities, either for want of fuel oil or on account of 
transport difficulties, the situation was not serious 
enough to affect significantly the industrial production 
indices. Such figures as are now available do not 
show any marked departure from earlier trends. It 
is true that some concern is still felt about prospective 
supplies of fuel oil towards the end of the winter and 
in early spring. But the stocks still held by certain 
countries, the maintenance of the flow of imports so 
far and the measures already adopted by most fuel-oil 
consumers suggest that the danger of serious disloca- 
tion has receded. This danger would, of course, again 
become real if the Suez Canal should remain closed 
longer than now seems likely. 


The petrol shortage has, however, indirectly caused 
a substantial drop in output in the automobile 
industry. Various restrictions were introduced in 
November in order to reduce petrol consumption by 
motor vehicles; and they are especially severe in France 
and the United Kingdom, where private car owners 
with no priority have a monthly ration enabling them 
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to travel only 200 to 300 kilometres. At least in these 
two countries, orders for new cars declined steeply 
at the beginning of the crisis, and most manufacturers 
had to slow down production. 


In point of fact, the situation in this sector in October 
1956 was already much less favourable in some coun- 
tries than a year earlier. Table 18 shows that total 
registrations of new passenger cars in western Europe 
rose by 21 per cent between the first half of 1954 and 
the first half of 1955 and again by 15 per cent between 
the first half of 1955 and the first half of 1956. From 
July to October 1956, as compared with the same 
period of 1955, demand continued to grow in France, 
Germany and Italy, but declined in the United 
Kingdom and Ireland and seemed to be slackening 
in Austria and Belgium. While these trends were 
partly due to the stricter hire-purchase regulations 
introduced to check inflation, they may also have 
reflected a certain saturation of the market in some 
countries.*4 


It may be added that the present slow-down in 
the motor-car industry is not very serious at this 
stage, except in the United Kingdom, where it con- 
siderably preceded the recent events in the Middle 
East. The second-hand car market has not collapsed, 
as might have been feared. And the authorities have 
already taken certain steps to bolster up demand 
(relaxation of hire-purchase regulations, special 
petrol ration for new cars). Manufacturers are 
hoping that present difficulties will cease with the 
resumption of regular petrol supplies, although they 
are wondering whether this will occur early enough 
to make possible the usual spring increase in 
orders. 


New Pressures on Prices 


As was to be expected, the lengthening of sea routes 
caused a rise of freight rates in a market which was 
already very tight.4* Chart 7 shows that the peak 
recorded during the Korean boom has been exceeded, 
and that rates are now almost twice as high as they 
were at this time last year. Ship-building is booming, 
but the effect of new deliveries on freight rates will be 
fairly gradual. The main alleviation to be hoped for 
in the short-run is the reopening of the Canal. 


The rise in freight rates is reflected in a general 
tendency towards price increases, though there have 
been few spectacular changes in the prices of raw 
materials. In France, for instance, the wholesale price 
index for imported raw materials was 10 per cent 
higher at the end of January than at the end of October. 
The rise in prices of certain foodstuffs—in particular 


44 See Economic Bulletin for Europe, Vol. 8, No. 2, pp. 8-12. 
45 See “The Current Shipping and Shipbuilding Boom”, 
Economic Bulletin for Europe, Vol. 8, No. 2, pp. 13-14. 


CHART 7 
Freight rates and shipbuilding orders 


Index numbers—end of 1953 = 100 
Semi-logarithmic scale 


1951 1952" 1953 1954 1955 1956 


Dry cargo freight rates (time charter) 
Seceaccarccecs Tanker freight rates (MOT) 


ато зв === Dry cargo tonnage under construction ог on order in 
world shipyards 


Tanker tonnage under construction or on order in 
world shipyards 


Sources: Norwegian Shipping News, No. 1.A, Oslo, and The Bulletin, 
American Bureau of Shipping, New York. 


sugar and tea—was due mainly to the laying in of 
family stocks during the uncertain weeks of November. 
The general index of world prices shown in Chart 8 
rose by some 4 per cent between the end of October 
and the end of January. 


Petroleum products are among those showing the 
steepest price increases, as might have been expected: 
higher freight rates and longer sea routes have in- 
creased transport costs; increased competition among 
purchasers has brought about higher prices in the 
producing countries; and American petroleum, which 
is dearer than that imported from the Middle East, 
now forms a larger part of total supplies. In some 
countries domestic prices have been increased still 
further, either as a deliberate means of checking 
consumption or as a result of increases in taxation to 
offset, at least in part, the drop in public revenue 
caused by reduced sales. Price indices, taking 


Расе 36 — Chapter Ш 


CHART 8 
Commodity prices in selected world markets 


Index numbers 1953-100 — Semi-logarithmic scale 
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Sources and methods : See Appendix В. 


those at 1 November аз 100, were as follows at 
15 January : 


Petrol Gas-oil Heavy fuel oil 
ИИ бо soe 103 116 133 
Е а ра 108 130 140 
IDA CMS Ge a 113 108 107 
Western Germany. . 105 110 128 
ра. ee, See ee 111 100 100 
Netherlands) /. =. 123 114 1364 
Norwayie An ани 102 1126 
Зее, ааа 106 1366 
United Kingdom .. 134 132 135 


а At 1 February 1957. 
Ь At 1 January 1957. 


These price rises must affect industrial costs; and 
the uneconomic substitution of one mode of transport 
or of one type of fuel for another must also have a 
similar effect. However, the resulting increases in 
the prices of finished goods in general should still be 
small in the absence of other inflationary pressures. 
Neither the cost of living nor the cost of investment 
should be raised by more than 1 or 2 per cent on 
account of the influences generated by the Suez 
crisis alone. 


The Suez Crisis and Balances of Payments 


Inadequate transport facilities are today compelling 
western Europe to reduce its purchases of petroleum 
products by some 20 per cent, as compared with 
normal requirements, for the first half of 1957; and 
imports of certain other raw materials may also be 
affected. Most of the rubber, jute and certain minerals 
used in western Europe previously came through the 
Suez Canal, and buyers who had adequate stocks are 
inclined to run them down and postpone replenishing 
until more normal freight conditions return. Shortage 
of shipping for the longer hauls now necessary may 
also tend to limit imports for a time. Hence the 
volume of imports into Europe is likely to decline 
somewhat; but the reduction will be partly offset 
later by purchases required to restore stock levels. 


The rise in freight rates has caused an increase in 
the c.if. prices of products imported into Europe. 
But this does not have an unfavourable effect on the 
balance of payments of all countries, since most 
deliveries to Europe are carried in ships flying Euro- 
pean flags. The profits now accruing to European 
ship-owners generally tend largely to offset the in- 
creased expenditure incurred by importers. The freight 
receipts and expenditure for the main countries, 
expressed in millions of United States dollars, showed 
the following balances in 1955: 


Belgium-Luxembourg ... . . —59 
Menmark: т ee +36 
srances wp ieee. ie See —119 


Western Germany ...... —75 
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ау, о отт —14 
Netherlands ae обо бов +144 
МАУ eee caer to: +336 
SWeden a ee eee ee, +198 


@ Dry cargo only. 


The net impact of the rise in freight rates on the 
balances of payments is therefore likely to be unfavour- 
able for Belgium, France and Western Germany and 
favourable for the Netherlands, the United Kingdom 
and the Scandinavian countries.** In particular, freight 
earnings by Norway have already shown a rise of 
almost $100 million from 1955 to 1956, resulting from 
the increase in freights, and still higher earnings may 
be expected in 1957. 


The lengthening of sea routes to the Indian Ocean 
is liable temporarily to affect Europe’s trading position 
in that area, where it will give an advantage to com- 
peting countries such as Japan, Australia and the 
United States. The export commodities most affected 
are bound to be cement and fertilizers, as they are 
comparatively bulky products for which the freight 
charges represent a high proportion of the c.i.f. price 
at destination. Exports sent through the Suez Canal 
accounted for some 8 per cent of European production 
of fertilizers and for 3 per cent of that of cement. 
It can also be seen from Table 19 that exports from 
the United Kingdom are liable to be particularly 
affected, since one-third of the total—i.e., about 6 per 
cent of the United Kingdom national product—went 
through the Suez Canal in 1955. Exports of French 


46 Tn the short run the picture may, however, be somewhat 
different, since tramp freight rates rose more than liner con- 
ference rates and Europe is a net importer of tramp shipping 
services. 


TABLE 19 


Share of European trade passing through 
the Suez Canal in 1955 


Percentage of total trade а 


Excluding trade 


Total trade with western 


Country European countries 
Imports Exports Imports Exports 
Belgium-Luxembourg 25 26 
France ames eee 36 21 
Western Germany 27 35 
Netherlands : 23 32 
р о 37 29 
United Kingdom . . 40 50 
Western Europe 32 35 


Source: Direction of International Trade 1955 (Statistical Papers, Series 
T), Vol. 7, No. 6. See Appendix B. 


@ Expressed in dollars. 
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and British products are likely to encounter greater 
difficulties in the Arab countries. 

Lastly, the increased imports of American petro- 
leum products may seriously worsen western Europe’s 
trade balance with the dollar area. Admittedly, the 
substitution of American for Middle East petroleum 
does not mean a corresponding increase in dollar 
spending, since a high proportion of Middle East 
petroleum is already paid for in dollars; and the 
additional dollar outlay is difficult to assess accurately. 
In the case of the United Kingdom, it is estimated 
at some 25 million dollars a month. For Europe as 
a whole, it will probably not exceed 60 million dollars 
a month—i.e., some 15 per cent of the value of 
Europe’s exports to the dollar area. The countries 


8. PROSPECTS 


The direct effects of the political crisis in the Middle 
East may be briefly summarized as follows: a slight 
slowing-down of industrial expansion, a small increase 
in industrial costs, some restrictions on household 
consumption of liquid fuel, a slackening of motor-car 
purchases, and various shifts in balances of payments 
tending to weaken the position of countries already 
facing difficult problems and to worsen the dollar 
balance of western Europe as a whole. But the ulti- 
mate effects might have been more complex had 
consumers and producers reacted in ways which 
altered the underlying trends described earlier in this 
chapter. 


The economic outlook has not, in fact, been substan- 
tially transformed. Pointers to this are, for example, 
the comparative stability of raw material prices, 
the continuance of earlier employment trends and the 
steadiness of second-hand car prices. Except in the 
United Kingdom, where the pressure on the pound 
sterling caused anxiety for a few weeks, the predomi- 
nant view has been that the present crisis is of a tran- 
sitory nature, entailing no necessity for fundamental 
changes in policies. While some important decisions 
by business enterprises may have been postponed 
until less uncertain political conditions are restored, 
there would appear on the whole to have been no 
change in earlier plans. Thus, the indirect reper- 
cussions of the crisis remain limited. 

As most undertakings have been able to continue 
working at the usual rate, trends in private incomes 
are comparatively unchanged, and household demand 
is likely to be little affected. The large purchases 
of foodstuffs in November caused no appreciable rise 
in prices, as stocks were adequate; but the after-effects, 
in the form of reduced demand to compensate for 
earlier excess buying, are now appearing. The decline 
in purchases of new cars and forced reductions in 
expenditure due to difficulties in obtaining fuel oil or 


most seriously affected will obviously be those that 
used to obtain most of their petroleum from European 
companies operating in the Middle East—i.e., France, 
Italy and the United Kingdom. 

Current events should on the whole favour the 
balance of foreign payments of the Scandinavian 
countries and the Netherlands, while aggravating the 
difficulties already faced by France and the United 
Kingdom; and the latter two countries have already 
had to endeavour to increase the means of payment 
at their disposal. The International Monetary Fund 
has authorized them to draw, at need, up to $1,300 
million and $260 million respectively, and the United 
Kingdom has also obtained a loan from the United 
States Export-Import Bank ($500 million). 


FOR 1957 


petrol mainly concern the well-to-do classes of the 
population, so that part of the purchasing power thus 
freed is likely to be saved. Hence, on the whole, there 
is little increase in pressure on markets for other 
products. 


Little up-to-date information is available concerning 
investment intentions of industrial firms, but no 
changes seem to have occurred sufficient to alter the 
impression derived from the indications of investment 
prospects given in Section 3. Even in tne automobile 
industry, investments affecting manufacturing pro- 
grammes for the next two or three years have generally 
not been reviewed. Nor do firms seem to have been 
obliged to make important changes in their installa- 
tions to meet the shortage of petroleum products. 


Taking a more long-term view, certain investments 
may well be encouraged by the fact that the present 
crisis has focused public attention in Europe on the 
problems raised by dependence on petroleum imports. 
Many countries now find that they must take steps to 
safeguard themselves more effectively against political 
hazards. Existing projects concern more intensive 
prospection for oil in Europe or its dependent terri- 
tories, the expansion of atomic energy production, 
increased oil storage capacity and increased tanker 
tonnage. These plans have already had certain effects, 
one being that demand for steel products—and in 
particular for steel plates—has further increased at a 
time when reduced activity in the automobile industry 
might have caused it to slacken somewhat. 


During 1956 two main trends emerged in most 
countries: a slowing-down of expansion and, in the 
earlier part of the year, a sharper rise in prices than 
in 1955. Events in the Middle East may reinforce the 
first tendency but at the same time reverse the trend 
towards price stabilization which had resulted from 
deflationary policies in a number of countries. This 
may sharpen the dilemma in which most western 
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European countries now find themselves—namely, 
the choice between a continued expansion of their 
economies together with the acceptance of some price 
increases and possibly a weakening of their balances 
of payments, on the one hand, or a curbing of domestic 
demand which will check price increases, but at the 


cost of some slowing-down of expansion, on the 
other. 


Although the present difficulties are experienced by 
all European countries, their importance varies con- 
siderably from one country to another. The gains 
which the Scandinavian countries and the Netherlands 
will obtain in their external transactions will represent 
a positive advantage that might outweigh such dis- 
advantages as result from higher import prices. 
Western Germany seems to be the least affected of 
all countries, and its position contrasts with that of 
France and the United Kingdom, where the impact 
of recent events has been strongest. 


The difficulties experienced by France in checking 
inflation and balancing its external accounts have been 
considered earlier in this chapter. They can only be 
aggravated as a result of the Suez crisis. The United 
Kingdom, on the other hand, made every effort in 


1956 to improve its balance of payments; but it 
proved a costly operation, inasmuch as expansion was 
stopped and some localized signs of recession 
appeared. The present crisis is aggravating the 
situation on both fronts. The balance of payments has 
again deteriorated, and past efforts, which, as already 
pointed out in section 6, have yielded only modest 
results, have become the more inadequate in the present 
situation. The cuts in defence expenditure and other 
measures to restrain public expenditure now contem- 
plated are likely to make more resources available for 
investment and export: equally, they will tend further 
to damp down the rate of over-all expansion unless 
the transfer of resources from declining sectors to 
those of strong demand can be stimulated. 


In fact, the final impact and duration of the crisis 
being still somewhat uncertain, governments are 
tending to delay policy changes which the situation 
might otherwise have warranted. The cautious 
attitude generally adopted prevents them from relaxing 
deflationary measures even where inflationary pres- 
sures seem to be easing. Thus, in some countries 
production may for a time lag behind a level which 
it would otherwise have been possible to achieve. 
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Chapter ТУ 


PLANS FOR FREER TRADE IN WESTERN EUROPE 


Among the significant developments of the past 
year has been the swift growth of general interest in, 
and government activity in preparing for, the establish- 
ment of a western European Common Market and 
the start of discussions on the possibility of also 
establishing a wider Free Trade Area. 


The publication in April 1956 of the expert report 1 
called for by the Foreign Ministers of the countries 
of the European Coal and Steel Community at their 
meeting in Messina in June 1955 was soon followed 
by the start of negotiations on the drafting of a treaty 
among these six countries.” In July 1956 the Council of 
the Organization for European Economic Co-operation 
decided to establish a special Working Party to study 
possible forms of association between the “ Common 
Market ” of the six countries—which intend to form a 
customs union with a common tariff against the out- 
side world and no tariffs on inter-member trade—and 
other members of the Organization. In particular, the 
possibility was to be examined of establishing a “ Free 
Trade Area ” including the customs union of the six 
countries together with other individual members of 
the OEEC which would maintain their separate 
tariffs against the outside world but abolish tariffs on 
trade with other members of the Area. As now 
contemplated, the Common Market would thus be a 
kind of inner core—a more closely integrated central 
group—of the larger Free Trade Area. 

At the time of writing, negotiations on the draft 


1 Comité intergouvernemental créé par la Conférence de 
Messine, Rapport des chefs de délégation aux Ministres des 
affaires étrangéres, Brussels, 21 April 1956. 

2 Belgium, Luxembourg, the Netherlands, France, Italy, 
western Germany. 


treaty among “ the six ” have recently been completed 
and it is expected that the treaty may be signed 
within the next few weeks and presented to parlia- 
ments for ratification very shortly thereafter. The 
OEEC Working Party has reported that a Free 
Trade Area would be technically feasible, most of 
the members of the Organization have indicated their 
interest in the project provided that satisfactory terms 
of association can be agreed, and further work on a 
number of specific problems has been set in train.* 


The ideas behind the proposal of the six countries 
are not new. What is new is the careful and detailed 
consideration which has gone into their development 
since the middle of 1955, the enthusiasm with which 
preparations for giving them practical effect have been 
pressed forward by the countries mainly concerned and 
the change in the attitude of the United Kingdom. 
The new willingness of the United Kingdom to consider 
forms of international economic co-operation which 
have in the past been wholly unacceptable has clearly 
been instrumental in changing fundamentally the atti- 
tude of other western European countries towards the 
future course of economic co-operation in that region; 
but the determination displayed by “the six” in 
pressing on with their plans without waiting for other 
adherents has probably been even more important. 


3 One of the technical problems of a Free Trade Area is to 
ensure that goods originating outside the Area, and imported 
into one member country via the territory of another, pay the 
appropriate rate of duty. The Working Party reports that 
difficulties of this kind are capable of satisfactory solution. 
(See Report on the Possibility of creating a Free Trade Area in 
Europe, OEEC, Paris, January 1957). 


4 See OEEC Press Release A (57) 7. 


1. Post-WAR DEVELOPMENTS IN ECONOMIC CO-OPERATION 


Throughout the post-war years two contrasting, but 
at times interweaving, strands have been apparent in 
the development of the international economic policies 
of western European countries. One strand has been 
the attempt to reduce barriers to international trade 
and payments on a world-wide basis. The second 
has been the idea of a closer “integration” of the 
economies of western Europe. 


In pursuit of the first aim most of these countries 
have joined the International Monetary Fund and 
have adhered to the General Agreement on Tariffs and 
Trade. Moreover, the generally accepted view that 
both humanitarian principles and the maintenance of 
a prosperous and stable world trading system demand a 
more rapid economic development of the poorer 
countries of the world has received at least limited 
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expression in such efforts as those carried out through 
the International Bank for Reconstruction and 
Development, the Colombo Plan and the technical 
assistance and other similar activities of the United 
Nations. 


At the same time the western European countries 
have pursued policies of closer economic co-operation 
among themselves, centred mainly on the OEEC. At 
the start of the European Recovery Programme in 
1947, the European member countries were urged by 
the United States Government to make the “ inte- 
gration ” of the western European economies into a 
single market one of their major aims, and within 
western Europe the idea found considerable support 
in some countries. However, the Customs Union 
Study Group 5 established in Brussels in 1947 found 
itself constrained by lack of support from member 
governments to abandon within two years its studies 
of the feasibility and economic implications of a 
European customs union and to concentrate on tech- 
nical questions, such as the development of a standard 
tariff nomenclature. Within the OEEC, attempts to 
co-ordinate recovery programmes, and attempts by the 
Technical Committees of the Organization to find 
means for a sector-by-sector approach to integration 
of the economies of member countries, were soon 
eclipsed in importance by the programme of liberal- 
ization of intra-European trade and payments and 
the establishment of the European Payments Union. 


The immediate effects of the liberalization pro- 
gramme and the EPU credits and payments mecha- 
nism were to increase the degree of discrimination by 
member countries against imports from the outside 
world and especially against imports from the dollar 
area. This was reasonable in the conditions of struc- 
tural balance-of-payments difficulties in many mem- 
ber countries in the early years, and in the face of the 
world dollar shortage which persisted for a longer 
period. The immediate object was to remove such 
hindrances to the growth of European production, and 
to its development in an economic pattern, as could be 
removed in these conditions. The ultimate aim was 
still apparently the integration of the economies of 
western Europe into a world economy functioning 
according to the GATT and IMF rules. This aim has 
in fact been pursued: as the world dollar shortage 
eased and the member countries succeeded in restoring 
a reasonable equilibrium to their over-all balances of 
payments, the credit element in EPU settlements was 
reduced—and the incentive to discriminate thereby 
also reduced—while the liberalization of dollar 
imports was steadily extended. At the present time, 
all the ОЕЕС member countries except Turkey and 
Iceland have liberalized 80 per cent or more of their 


5 Succeeded in 1953 by the Customs Co-operation Council. 


trade with other members, and most of them more 
than 90 per cent.® Liberalization of dollar trade has 
proceeded fairly rapidly during the last two years, and 
about 60 per cent of imports from the United States 
and Canada into the OEEC member countries as a 
group are now free from quantitative restrictions.’ 


At the same time, restrictions on current invisible 
transactions among western European countries have 
been progressively reduced. Little progress has, 
however, been made in unifying capital markets, apart 
from the relaxation of controls by some countries over 
international capital movements, and barriers to the 
international movement of labour are still strong. 


Until very recently, attempts at a closer integration 
of the economies of western European countries than 
can be achieved by these means, and by the kind of 
occasional consultation on general economic policies 
to which they inevitably give rise, have been pursued 
mainly outside the OEEC. Most of them have had а 
political as well as an economic inspiration. The 
creation of the Benelux Economic Union—decided 
upon even before the end of the war—has proceeded 
fairly steadily, and discussions on the possible forma- 
tion of a Scandinavian customs union have continued 
intermittently since 1948. The first experiment in a 
sector approach to economic integration was the 
establishment of the European Coal and Sieel Com- 
munity, and the opening of a common market for these 
products among the six member countries in 1953. 


Other suggestions for moving nearer to a single 
market in western Europe have met with little success. 
The proposals of the Netherlands Foreign Minister 
(Dr. Stikker) in June 1950 for integration of the 
European economies would have involved the abo- 
lition, industry by industry, of quotas and tariffs on 
inter-member trade; the development of other rules to 
ensure “ fair” competition between countries, and the 
setting up of a special fund to help finance modern- 
ization of industries, investment in new industrial 
development needed to provide employment for 
displaced workers and the cost of retraining schemes. 
These proposals received little support at the time in 
the OEEC, and neither did the alternative suggestions 
of the Italian Foreign Minister (Signor Pella) that the 
removal of quotas should be accompanied by reduc- 
tions in tariffs on intra-member trade and the elabora- 


у $ The current obligation resting on OEEC members is liberal- 
ization of 90 per cent of total trade and 75 per cent at least in 
each of the three major categories. This decision is subject to a 
right to plead balance-of-payments difficulties, or other consider- 
ations of national importance or equity, as reasons for falling 
short of these percentages, 


7 These percentages tend to under-state the importance of the 
potential trade still subject to quantitative regulation, because 
of the methods of calculation, For шна-ОЕЕС trade they 
represent free imports as a percentage of total private imports 
(generally based on 1948 values of trade). The percentage for 
dollar trade is based on 1953 values. 


tion of rules on state trading, dual pricing, etc. Dis- 
cussions on the “Green Pool” proposals for joint 
marketing schemes for agricultural products continued 
from 1951 to 1954 with little result. Other plans have 
also been put forward, without result, in the Council 
of Europe and elsewhere. One of these proposed tariff 
reductions within the GATT framework on items of 
particular importance in western European trade 
(The Low Tariff Club), another the formation of a new 
preferential system comprising the western European 
countries and their associated monetary areas, with 
provision for mutual assistance in financing economic 
development and for support of primary production 
by means of long-term contracts (the Strasbourg Plan). 
A plan for tariff reduction, designed specifically to 
reduce disparities in tariff levels, was also elaborated 
under the auspices of the GATT itself. 


These proposals have reflected the wish of some 
governments, and of groups of people in most countries, 
for a form of economic and political integration of 
western Europe which goes beyond the removal of 
quota restrictions on trade, the freeing of payments, 
consultation on general economic policies and “fringe” 
activities such as joint research into factors affecting 
productivity. They have also reflected very specific 
disappointments at the results of the OEEC trade 
liberalization campaign and of successive tariff 
negotiations under the GATT. The low-tariff countries 
of Benelux, Scandinavia and Switzerland have long 
considered that high tariffs elsewhere prevent their 
benefiting as much from abolition of quotas in other 
countries as those countries do from removal of 
quotas on imports into the low-tariff markets. More- 
over, some of the main exporters of agricultural 
products have been dissatisfied with the relatively 
slow progress made in removing quotas on imports 
of these goods as compared with the generally much 
greater reduction of barriers to trade in industrial 
products. 


So far, the satisfaction of the first of these complaints 
has been made impossible by the reluctance of other 
western European countries to make concessions for 
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which the low tariff countries could give little in 
return, particularly since such concessions would have 
involved either discriminatory tariff reductions of a 
kind which would offend against the GATT, or 
non-discriminatory reductions with no quid pro quo 
from the non-European beneficiaries. The OEEC 
Working Party on the Common Market points to 
one result of this situation: “During 1956... it 
became clear that liberalization in its present form 
had practically reached the limit of its possibilities. 
In particular, countries with moderate tariffs consider 
that they cannot proceed further with the abolition of 
quotas until a start has been made on the problem of 
tariff disparities.” ® The OEEC Council therefore 
undertook to consider further an alternative plan for 
non-discriminatory reductions of tariffs on goods 
mainly traded among OEEC member countries unless 
it appeared by early 1957 that “ substantial progress ” 
on the Free Trade Area project could be made by the 
end of that year.® 


The fact that one of the major activities of OEEC 
had thus come to a full stop unless a radical new line of 
action could be devised, and the dwindling of expec- 
tations raised earlier that full convertibility of sterling 
and some other currencies could be the next new move, 
have undoubtedly been important factors winning 
serious consideration from other countries for the 
plans of “the six”. Failure of the United States 
Government to secure positive support at home for the 
proposed Organization for Trade Co-operation, and 
the very moderate scope under present conditions for 
further lowering of barriers to imports into the United 
States, have likewise reinforced the belief—ever 
present in many quarters—that only as a single large 
economic unit can western Europe meet on equal 
terms the dynamic economic power of the United 
States and the Soviet Union. Political developments 
in eastern Europe and the Middle East have also 
tended recently to reinforce already existing desires for 
closer western European unity. 


8 OEEC Working Party Report, op. cit., p. 7. 
® See OEEC Press Release A (56) 33. 


2. THE RULES OF THE COMMON MARKET AND OF THE FREE TRADE AREA 


At the time of writing, the exact terms of the Treaty 
among “ the six ” have not been published. However, 
it is clear from statements made by members of the 
Governments concerned, and from other press reports, 
that the general principles of the experts’ report of 
April 1956 have formed the basis for the Treaty though 
there have been considerable changes of detail—some 
of them significant. The report of the OEEC Working 
Party on the Free Trade Area indicates the results of 
preliminary exchanges of views on some questions of 


major importance; but it seems likely that negotiations 
on the formation of the Area will continue for some 
time after the Common Market Treaty is signed. 

The outline of the two sets of proposals which 
follows is of necessity based on information gleaned 
from the sources just mentioned. It may be inaccurate 
in some details, and is intended to be no more com- 
prehensive than is necessary to indicate the assump- 
tions forming the basis for the later discussion of some 
of the issues involved. 
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The abolition of tariffs and quantitative restrictions 
on trade among the six member countries of the 
Common Market will take place over a minimum of 
12 years, which may be extended to 15 years—and 
possibly even to 17 years by postponement of the final 
stage of transition. A timetable fixed in advance will 
provide for reductions of 10 per cent in each rate of 
duty on inter-member trade in the first year, and for 
a 10 per cent reduction in the average incidence of the 
tariff—together with at least a 5 per cent cut in each 
individual duty—in each of the two subsequent 
periods of 18 months. Similar provisions will govern 
the elimination of the remaining duties over two 
further stages together covering eight years; but the 
second stage of tariff adjustment will require a unani- 
mous vote to bring it into operation immediately and 
may be postponed for one or two years; any further 
postponements will require a majority vote. Quanti- 
tative restrictions on imports and exports between the 
six countries will similarly be abolished over the same 
transition period; import quotas will be made non- 
discriminatory as between the member countries and 
will be gradually increased until they become ineffective. 


The OEEC Working Party has recommended that 
the system and time-table for the elimination of 
tariffs and quotas on trade between members of the 
Free Trade Area should be the same as those adopted 
by the Common Market.?° 


The common tariff of “ the ях ” against imports from 
all non-members of the Common Market will be 
established over 12 to 15 years according to a fixed 
timetable of regular percentage reductions of dis- 
parities between existing rates of duty and the rates 
in the common tariff. The methods to be used in 
determining the common tariff are not yet known with 
any certainty. Reports suggest that it may be formed 
by taking arithmetic averages of the six existing ad 
valorem rates on each item, subject to the substitution 
of arbitrary maxima for the highest rates within each 
of the main sectors—raw materials, semi-manufac- 
tures and manufactures—and possibly also of an 
arbitrary minimum rate for manufactures. Rates on a 
small range of goods may be fixed by methods other 
than the formula. 


Agriculture. Reports suggest that, while tariffs and 
quotas on inter-member trade in agricultural products 
may be abolished in the six countries of the Common 
Market by the end of the transition period, arrange- 
ments will be made to replace the present national 
policies for supporting agricultural incomes by a 


10 Reports suggest that the rules of both associations may 
allow each member to maintain some protective restrictions on 
inter-member trade in a very restricted list of goods produced 
by industries which are regarded as “ strategic” or essential to 
maintain for some other reason, and which could not survive 
without such protection. 


“common” policy intended to have similar effects. 
Common marketing schemes for the main products 
have been suggested, involving minimum price arrange- 
ments and long-term contracts—both of which would 
presumably have to be supported by a control of 
imports into the area tighter than that provided by a 
tariff. It has been suggested that, in the less distant 
future, the existing quotas and tariffs on inter-member 
trade may be gradually replaced—at least for some 
products—by a system of national minimum prices 
supported as necessary by controls on imports from 
other members as well as on those from the outside 
world. | 

The OEEC Working Party on the Free Trade Area 
reports that most of its members “ consider that the 
free trade area should comprise all the categories of 
goods which the OEEC countries produce and trade 
between themselves though they admit that trade in 
agricultural products might be governed by a special 
system.” 12, The United Kingdom Government has, 
however, made clear its intention to consider joining 
the Free Trade Area only if imports into the United 
Kingdom of “ foodstuffs, whether for man or beast, 
whether in the raw, a manufactured or a processed 
state”, together with drink and tobacco, are exempt 
from the rules.1% 


Greater freedom of movement for labour and capital 
within the Common Market is to be provided for, 
though it seems doubtful whether complete freedom 
of migration is contemplated in the near future. 
Countries will also, presumably, retain the right to 
apply to foreign borrowers at least any controls applied 
to the domestic capital market. 


Liberalization of trade in services is likewise to be 
pursued, with particular stress on the elimination of 
discrimination among member countries. In the 
transport field, discrimination based on the origin of 
the goods carried is to be abolished within the Com- 
mon Market and other types of discrimination may be 
subject to supervision. 


Rules of competition. Certain policy measures which 
directly frustrate the effects of removing tariffs and 
quota restrictions (e.g., export subsidies or discrimi- 
natory turnover taxes) will be prohibited in the Com- 
mon Market, and others which may have this effect 
(e.g., production subsidies) will be subject to some 
degree of supervision. How restrictive practices in the 
private sector will be dealt with is not yet clear. The 
general intention appears to be to lay down a minimum 
of specific prohibitions in advance, but to state general 


1* OEEC Working Party report, ор. сй., page 20. 


18 Statement by the Chancellor of the Exchequer of the United 


Kingdom, House of Commons Official Report, 26 N 
1956, Col. 41. fi PUTT: ovember 


principles and to leave а body of “ case law ” to grow 
up gradually as a result of adjudication by the insti- 
tutions of the Market on questions brought to them 
for decision. The OEEC Working Party suggests a 
similar course of action for the Free Trade Area. 


Harmonization of general economic and_ social 
policies. Continuous consultation on the general 
trends of economic and social policies is provided for 
in the Common Market, and the six countries seem to 
be especially concerned to harmonize fairly quickly 
their policies and practices relating to equal pay for 
men and women, the length of the standard working 
week and paid holidays. The Government of the 
Federal Republic of Germany has apparently under- 
taken to attempt to introduce practices in these fields 
similar to those already existing in France. Any 
government which is dissatisfied with the progress in 
“harmonization” made during the first four-year 
period of the transition can have the introduction of 
the second stage of tariff reduction postponed for up 
to two years. 


The general intention seems, in other respects, to 
be to keep interference with the details of internal 
policies—at least in the beginning—to the minimum 
necessary to ensure that the removal of tariffs and 
quotas on inter-member trade is not offset by other 
measures having similar effect. For example, despite 
the general rules on tariffs, countries will retain free- 
dom of action in respect of revenue duties, subject to 
safeguards to ensure that these do not have—either 
directly or indirectly—any protective effect. 


The OEEC Working Party recommends a similar 
freedom for members of the Free Trade Area. So far as 
wider issues are concerned, it suggests that the present 
procedures of the OEEC regarding “economic and 
financial co-operation, the liberalization of invisible 
transactions, capital movements, manpower, etc.” 
will have to be re-examined to see if they are adequate 
for the needs of a Free Trade Area. 


Provisions for dealing with balance-of-payments 
difficulties and with difficulties resulting from serious 
damage to particular industries within the Common 
Market will apparently permit reimposition of quota 
restrictions on imports from another member country 
in either of these cases, but subject to safeguards. 
It is not clear whether action in the field of tariffs is 
also contemplated. The OEEC Working Party has 
suggested that in the Free Trade Area resort to escape 
clauses to protect particular industries should be very 
strictly controlled: the imposition of quantitative 
restrictions without prior approval should be permitted 
in order to deal with balance-of-payments difficulties, 
though the need for restrictions should be subject to 
review at frequent intervals by the appropriate insti- 
tutions of the Area. 
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The French import taxes and export subsidies are the 
subject of a special provision. France may maintain 
the present system of special import taxes and of remis- 
sion of fiscal charges on goods exported, subject to 
regular examination of the necessity for these measures 
by the appropriate organs of the Common Market, 
until the balance-of-payments situation becomes 
satisfactory. However, they are supposed to be 
abolished by the end of the transition period. The 
French representative in the OEEC Working Party 
emphasized that the right to retain these measures was 
“a fundamental condition for the participation of 
France in any form of common market ”.14 


The institutions of the Common Market. A European 
Commission composed of members independent of, 
though appointed by, governments will be the main 
executive organ. It will have powers of decision on 
such matters as requests to invoke escape clauses, 
powers to require a country to abandon an internal tax 
which distorts competition, etc., and powers to suggest 
action to the Council of Ministers. Appeal to the 
Council of Ministers against the Commission’s 
decisions will be possible and the Council will, in 
general, take its decisions by majority vote—though a 
qualified majority, and based on weighted voting. 
There will also be a Court of Justice and an Assembly. 
A Committee on Monetary Policy, composed of 
government representatives, will provide for con- 
tinuous consultation and exchange of information on 
general economic trends and policies. A Readapta- 
tion Fund will provide financial assistance for re- 
training schemes for labour becoming unemployed 
as a result of transitional adjustments of the industrial 
structure. A European Investment Bank with a sub- 
scribed capital of $1,000 million, and with power to 
raise loans in the capital markets of member countries, 
will assist in financing economic development in the 
under-developed regions of the Market, readaptation 
of industry generally and investment projects of com- 
mon interest. 


The dependent overseas territories of member 
countries are to be associated with the Common 
Market. By the end of the transition period their 
products will enter the continental countries free of 
import duty while the latter countries will apply a 
common tariff to imports of such products from other 
areas. The overseas territories will retain the right to 
protect their developing industries but will give equal 
treatment to imports from each of “the six”. The 
six countries will contribute $580 million, during the 
first five years of the Common Market, to a common 
fund for investment in the overseas territories. 


14 ОБЕС Working Party report, op. cit., р. 17. 
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The treatment of countries in process of economic 
development is among the questions singled out by 
the OEEC Working Party as particularly requiring 
the attention of member Governments. One possi- 
bility suggested for consideration is that such countries 
might join the Free Trade Area but be exempt for a 
time from such of its obligations as might be incom- 
patible with effective development policies. 


Comparison between the Common Market and the 
Free Trade Area is not easy at present since so many of 
the details of the wider scheme have still to be worked 
out. Two differences are already clear: first, the fact 
that the Common Market countries will have a com- 
mon tariff against non-members of the Free Trade 
Area while the “ outer ring” of countries which are 
members only of the wider association will retain their 
separate tariffs against the outside world, and, secondly, 
the decision of the Common Market countries that 
some kind of “common” regime for their intra- 
trade in agricultural products must be devised while 
it is still uncertain whether or not the rules of the Free 
Trade Area will cover food, feeding-stuffs, drink and 
tobacco at all. These two differences reflect the 
contrasting attitudes of the member Governments to 
the ultimate aims of the two associations. 


For the countries of the Common Market, “ econo- 
mic union ” has been stated as the eventual objective. 


But the governments contemplating membership only 
in the Free Trade Area appear rather to have adopted 
the approach of trying to discover the minimum 
degree of surrender of individual sovereignty over 
national economic and financial policies necessary 
to secure the major benefits of free trade within 
the Area. Except in the two fields already mentioned, 
however, (agriculture and the external tariff) and 
possibly in the sphere of harmonization of social 
charges on industry, the differences in practice between 
the results of the two approaches over the next few 
years may not be very great. The potential members of 
the Free Trade Area are apparently prepared to 
consider the possibility of some modification of present 
OEEC practice in the direction of providing for 
decisions by majority vote, rather than by unanimity, 
on certain matters such as the justification for invoca- 
tion of escape clauses of various kinds; and it is not 
certain that the area of policies subject to effective 
“control” by majority vote in the institutions of the 
Common Market rather than to “ consultation ” will 
be significantly greater, at least in the early stages, 
than in the wider association. Nevertheless, it is to be 
expected that the difference in final aims, and the fact 
of the existence of the common tariff and the special 
institutions of the Common Market, will tend gra- 
dually to draw “ the six ” into a closer co-ordination 
of policies in all fields than is likely to ve undertaken 
in the wider area. 


3. THE PRESENT TRADE AND TARIFF STRUCTURE IN WESTERN EUROPE 


The Pattern of Trade 


Over the last five years trade within western 
Europe has increased faster than its trade with other 
areas, partly as a result of the OEEC liberalization 
drive, but also as a consequence of fundamental 
changes in trade patterns. Import requirements of 
food and raw materials have shown a relative decline, 
owing to increased production in western Europe and 
technological changes favouring man-made raw mate- 
rials at the expense of natural products. Exports from 
the six Common Market countries to other countries 
within the group were, however, the same proportion 
of their total exports in 1955 as in 1950. Amongst the 
OEEC member countries—provisionally assumed to 
constitute the Free Trade Area—intra-trade increased 
from 49 per cent of total exports in 1950 to 51 per cent 
in 1955, and from 40 per cent of total imports to 
44 per cent. During this period the share in total 
exports of trade with other Free Trade Area countries 
actually declined in Denmark, western Germany, 
Iceland, the Netherlands and Turkey, while it increased 
in all the other countries and most markedly in 
Austria, Greece and Sweden. 


Chart 1 shows the most important flows of exports 
and imports (of all commodities taken together) of the 
potential Free Trade Area members, and the underly- 
ing trade figures, with additional detail, are given in 
Tables 1 to 4. As can be seen, the export market 
formed by the six Common Market countries is of 
sufficient importance to the rest of the western Euro- 
pean countries to provide a powerful argument 
against remaining outside any preferential area formed 
by “ the six”, while for any individual country the case 
for association becomes progressively stronger with 
each new adherent. 


The trade of the six countries of the Common 
Market with the outside world, and especially with 
overseas areas, largely takes the form of exports of 
manufactures and imports of food and raw materials, 
while intra-trade consists overwhelmingly of manu- 
factures. In 1955, manufactures accounted in each 
country for between 50 and 60 per cent of total 
imports from other members of the group—except in 
the Netherlands, where the share was 80 per cent— 
and for between 45 and 70 per cent of imports from 
the other potential members of the Free Trade Area; 
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CHART 1 


Trade flows in 1955 of the potential Free Trade Area 
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arrows. The width of each arrow is proportionate to the value (in terms of US dollars) of the trade flow represented. Except for the whole Free Trade Area, 
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Greece, Portugal and Turkey have been treated specially in the Chart since it is probable that if they join the Free Trade Area they will join on terms rather 


different from those applied to the majority of member countries. 


but manufactures accounted for only one-sixth of 
total imports into the Common Market from all other 
countries. 

Intra-trade of the six countries accounts for nearly 
one-third of their total exports. In addition they have 
substantial exports—25 per cent of their total exports— 
to the other western European countries assumed to 
participate in the Free Trade Area. Benelux is parti- 
cularly dependent on trade with other members of the 


Common Market, and the addition of the other 
OEEC countries is of more interest—as an extension 
of the customs-free export market—to western 
Germany, Italy and France than to the Benelux 
countries. For western Germany, indeed, the inclusion 
of the other countries—and in particular of Sweden, 
Austria and Switzerland—more than doubles the 
customs-free area for western German _ exports. 
However, of the Scandinavian countries, Denmark and. 
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TABLE 1 


Exports of the six Common Market countries in 1955 by commodity classes to countries 
within the group and to the world 


I: Food, beverages and tobacco (SITC, Sections 0 and 1). 


II: Fuels, lubricants and crude materials, including animal and vegetable oils and fats (SITC, 
Sections 2 to 4). 


Ш: Chemicals (SITC, Section 5). 

IV: Machinery and transport equipment (SITC, Section 7). 

V: All other manufactured goods (SITC, Sections 6 and 8). 

The totals include postal packages, live animals other than for food, and other special shipments 
(SITC, Section 9). 


Millions of dollars 


Country and area 
of destination 


Total 
ium- Western 
Exporting [ee See Netherlands Frcs Germany Italy Syne Ува 
country and 
commodity group 
Belgium-Luxembourg 
И ty. See es 19 13 16 3 51 104 
Thay eee 91 73 74 14 252 418 
А 26 12 14 4 56 187 
Ту 82 Seer 90 22 22 5 139 310 
о et 347 156 199 34 736 1725 
Total 575 278 32 61 1241 2779 
Netherlands 
SR Meee asia 97 42 205 37 381 838 
cy Aaa 79 36 90 il 212 527 
о. 22 7 18 5 52 193 
I Video  ee ee 48 21 30 8 107 416 
Ae ee 124 27 113 7 271 691 
Total 371 133 459 66 1 029 2 688 
France 
ee sackets 30 26 89 32 177 747 
а: 133 31 139 62 365 821 
Ш 15 12 15 14 56 360 
Туве о 55 29 19 21 124 786 
Vimeo) 101 43 239 54 437 1 930 
Total 337 144 504 185 1170 4798 
Western Germany 
lk Rice ee 9 10 14 9 42 147 
ie 8 ae 103 78 154 81 416 735 
TET oS. Nae 34 48 39 38 159 680 
ЧУ op eee ee 159 227 131 117 634 2 457 
Е 107 216 95 96 514 2113 
Total 413 578 434 342 1 767 6 135 
Italy 
Е 10 9 21 113 453 412 
1h ae espe Soci) Bees 3 4 12 29 48 296 
160 ta orb Are 2 2 10 9 23 127 
LV ee, 11 9 36 21 77 371 
с рак 23 20 30 60 133 650 
Total 50 45 108 233 436 1 857 
Total Common Market 
Te. Menta ae 146 64 90 423 81 804 2 248 
yy ihe Ry 318 204 275 332 164 1 293 2 797 
а, о 73 88 68 56 61 346 1547 
1A ee 273 55 210 92 151 1081 4 340 
Ме рвение 355 626 308 611 191 2091 7 109 
Total 1171 1 342 953 1 523 654 5 643 18 257 


Source : Yearbook of International Trade Statistics 1955, United Nations, New York, 1956. 


TABLE 2 


Exports of four northern countries in 1955 by commodity classes 
to countries within the group and to the world 


Millions of dollars 


Country and area 
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of destination Total of three 
Exporting Denmark Norway Sweden Scandinavian Finland WoRLD 
country and countries 
commodity group 2 
Denmark 
ice. oe 4.8 24.3 29.1 9.9 694.2 
TT м... 2.7 7.0 9.7 1.6 61.8 
И ег. 1.5 2.3 3.8 2.6 26.0 
С ae 24.4 20.8 45.2 8.8 159.5 
Vier kaa: | a 10.6 20.5 Sin 4.1 94.3 
Total 44.0 74.9 118.9 27.0 1 041.6 
Norway 
о. 1.1 10.0 т 0.9 135.6 
Lh , - 52 11.4 16.6 3.3 175.4 
ш 14.3 11.9 26.2 3.0 57.2 
А ее ПЕ 1.4 5.8 Ue 4.8 45.1 
И... 1B Bs) 18.8 30.1 2.5 220.9 
Total 33.3 58.1 91.4 14.5 634.5 
Sweden 
10 > ae ee 3.8 2.8 6.6 0.4 49.1 
т... 26.8 17.9 44.7 3.0 765.7 
Е Мах 5 3.8 9.5 1.6 45.4 
У es Ss 21.1 106.4 127.5 22.7 380.5 
И er 42.9 36.5 79.4 10.4 484.6 
Total 100.4 167.5 267.9 38.1 1 725.4 
Total of three 
Scandinavian countries 
ДЕ yaks ee 4.9 7.6 34.3 46.8 11.2 878.9 
II 32.0 20.6 18.4 71.0 7.9 1002.9 
и. 20.0 53 14.2 39.5 7.2 128.6 
ТУ...” 22.5 130.8 26.6 179.9 36.3 585.1 
и р 54.2 47.1 39.3 140.6 17.0 799.8 
Total 13327 211.5 133.0 478.2 79.6 3 401.5 
Finland 
lis: te т 0.1 0.1 0.3 0.5 11.9 
it a eee 10.6 8.4 5.6 24.6 425.4 
ETE ee ie et — — 0.2 0.2 2-1 
уе 0.2 0.3 1.1 1.6 95.7 
У Е... 12.1 1.6 535 19.2 252.5 
Total 23.0 10.5 12.6 46.1 788.1 
Source : Yearbook of International Trade Statistics 1955, United Nations, @ See Table 1 for the commodity classification. 


New York, 1956. 
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TABLE 3 


Exports of western European countries in 1955 by commodity classes to countries 
within the Free Trade Area and to the world 


Millions of dollars 


Country or area 


of destination United Three : Three : 
a Kingdom,  Scandi- Austria southern Fr ila de Не Total 
Exporting Common Iceland and navian Swi ана European ы — vues world 
country and Market Ireland countries® Watzeriall countries ¢ 
commodity group а 
The Common Market 
ae a a eee 804 341 108 167 14 1 434 28 2 248 
Неее eae 1 293 266 244 251 61 2415 53 2 797 
Tine eee 346 124 104 114 47 735 71 1547 
У. 1081 189 388 331 193 2182 224 4 340 
Усе. 5 9 ee 2 091 395 636 439 210 3771 186 7 109 
Total Pe, tea: 5 643 1 319 1 485 1 322 525 10 294 568 18 257 
United Kingdom, Iceland 
and Ireland 
ее м: 68 212 19 6 8 313 3 729 
Пе 29 160 80 173 10 18 441 33 733 
ое yee 89 20 38 9 11 167 16 652 
ПУ Be Bee м. 360 96 232 30 71 789 98 3 041 
а oF, a: Sa 370 125 215 45 32 787 68 3 030 
И р a8: 1 074 601 685 107 149 2 616 223 8 496 
Three Scandinavian countries 4 
В 2 aa 246 352 47 18 2 665 15 879 
Te ee 402 302 71 14 4 793 20 1 003 
TY ret Ae ee oe 21 15 40 3 7 86 14 129 
ет 114 30 180 11 16 351 49 585 
У: и. 190 139 140 17 13 499 25 800 
Пос 992 844 478 63 42 2419 124 3 401 
Austria and Switzerland 
рее fee) eae 59 4 2 7) — 67 — 88 
2 о ока AL ae 189 5 2 11 4 211 1 243 
ТЕ ea 75 8 10 ii 10 110 9 245 
VV Gene ss ge ore 164 25 20 15 14 238 30 442 
VA an gene ая 349 53 60 97 18 517 37 993 
о а eee 836 101 94 2 46 1 149 81 2011 


Three southern European 
countries с 
I 


Sources and methods : See Appendix В. b Denmark, Norway, Sweden. 
а See Table 1 for the commodity classification. С Greece, Portugal, Turkey. 
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TABLE 4 


Exports of major trading areas in 1955 by commodity classes to countries within each area and to the world 
Millions of dollars 


Country or area 


of destination of which : Finland, Eastern О 
Exporting Sa The Common | Spain and trading Sterling oo eer Other TOTAL 
countries Market Yugoslavia region 6 RBG overseas States countries WORLD 


and commodity groupa areas 


Free Trade Area 


1 ee ee 2707 1327 61 234 410 291 396 243 4 342 
ее и, mer 3 680 2130 121 177 183 175 291 380 5 007 
а On date а 1110 536 119 137 489 131 167 452 2 596 
у Е Е Ot 3 561 1720 401 169 1919 428 491 1445 8 414 
т РНИИ 5 611 3 017 317 238 2167 752 1 398 1 565 12 048 
ОН “eee. 16 889 8 813 1026 987 5 292 1881 2781 4 089 32 945 
of which: 
The Common Market 
2 1 434 804 28 104 119 263 148 152 2 248 
tc 2145 1293 53 65 67 156 110 231 2797 
Ww 735 346 71 85 146 125 98 287 1 547 
2 182 1081 224 79 347 388 192 928 4 340 
SY ко о ae ay re 3771 2091 186 143 583 697 746 983 7109 
Total. ss a % 10 294 5 643 568 479 1274 1 734 1 300 2 608 18 257 
Finland, Spain, Yugoslavia 
| Che хе oh ee ee oe 236 130 sa oS is 5. 35 55 294 
Е a 442 228 о ae = Eas 31 Ke 638 
DNV Ge eee ae 14 6 ac a a iA 2 ae 24 
LI!” “OR Sit eee 9 2 a a BE = 1 a 109 
VAN RO ill we ms Ss 159 56 “fe a sa his 54 ae 391 
Otay о 860 422 13 239 36 10 123 175 _ 1456 
Eastern trading region 4 | 
LEM a nT 243 94 45 
Nis p20 eso 611 259 106 
Ее. 64 26 15 
т И Е а 52 5) 30 
i ere ee are 251 80 40 ile ts ot ate Bio Ps 
ОН Oe tere own 1252 473 237 7 500 261 vay 63 203 9 543 
Sterling area с 
TIES eens ie voy Se 1855 247 ae ste ie fe 319 
р eee ie er 3 630 1938 8 ava Ss cy 736 
TE eee ee 37 i re о 30 rs 11 
И ых: 19 1 Ae ae Se oe — 
ый © 489 109 Ве ate ats be 297 ae 38 
То". olin: 6 138 2 302 63 294 2 345 61 1 379 1597 11 877 
French and Belgian Affi- 
liated overseas areas 
I 901 855 719 
п 674 554 67 
Til 20 19 = 
IV 6 5 = 
о. 263 250 Bt м Я e 45 к 
ОЕ 1 878 1 687 15 21 36 150 193 144 2437 
Canada, United States 4 
о. 1338 503 99 8 179 12 504 864 3004 
А. 2 Se .. 1534 872 117 8 157 16 1497 821 4352 
И м. 341 195 10 1 86 6 360 548 1366 
cl) eee Se 690 376 56 — 505 90 1410 1823 5 678 
Wil di tee ME a. 952 347 17 1 318 21 1945 1 209 5 026 
Total’. ee › 4940 2354 331 19 1 292 148 5 797 5 389 19 799 
All other countries То! .. 3 591 1 616 47 361 1 556 183 5 269 3 456 14 463 
of which: 
Г о а Ут 28 iD те == 24 о. 53 28 136 
И 5 С et met 41 во — — 9 1 57 15 123 
0G RA о о о 7 ae — — 11 — 8 68 94 
TV ord м." 10 ao 11 — 58 — 20 148 247 
Кс. ПИ Е ee 88 ate 4 11 479 7 362 > 453 1404 
Totaly о. « 174 a 15 11 581 11 500 712 2004 
ПО | Е о Е Е 
TOTAL WORLD . 35 548 17 667 1 732 9 421 10 818 2 460 15 605 15 053 92 520 
Sources and methods : See Appendix В. р Excluding United Kingdom, Iceland and Ireland. 
: A : ited States world totals include Special Category exports of $1,883 mil- 
ыы а О ОСН are о Ane ; 


Ь Eastern Europe, the Soviet Union and Mainland China. 
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CHART 


Ad Valorem incidences of tariffs 


Frequency distribution of incidences in 570 SITC groups: the vertical scale indicates 
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§ = Items for which tariff incidences are not known. 
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in selected western European countries 


the number of groups bearing the tariff incidences shown in the horizontal scale 


ITALY NORWAY SWEDEN 


Food, drink and tobacco 


Crude materials 


Semi-finished articles 


Finished, goods 
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Sources : The data in this chart are based on a study made by the GATT secretariat in 1952. 
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Sweden apply low tariffs, and their inclusion will 
probably not affect exports from western Germany, or 
from any other country of the Common Market, very 
much—at least not immediately. 

The potential market for agricultural products 
within the Free Trade Area is clearly of great im- 
portance to Denmark, as well as to France, the 
Netherlands and Italy within the Common Market, 
and to the countries of southern Europe. Irish exports, 
consisting mainly of food, are destined overwhelm- 
ingly to the United Kingdom and their market will 
be little affected if the British terms for joining the 
Free Trade Area are accepted. Icelandic exports 
(almost exclusively fish) have recently found growing 
outlets in eastern Europe. For these two countries 
neither the benefits of joining the Free Trade Area 
nor the necessity to do so would seem very important 
immediately. The longer-run issues involved for these 
and other under-developed countries are discussed 
in Section 4, below. 


For the group of 12 industrial countries within the 
potential Free Trade Area’® manufactures are 
predominant in intra-trade, but other aspects of trade 
are also important. The intra-trade of the three 
Scandinavian countries is already fairly highly con- 
centrated on manufactures; but their exports to 
other potential members of the Free Trade Area 
include a high proportion of raw materials and semi- 
finished products which already face only fairly low 
trade barriers in most countries. Nevertheless, the 
interest of the Scandinavian countries in expanding 
their exports of manufactures gives them an interest 
in joining the Area. Of the other potential members 
of the Free Trade Area, it can be seen that the United 
Kingdom is considerably less dependent on trade with 
the rest of western Europe than are most of the other 
countries, but the proportion of its exports going to 
this area is nevertheless significant, and about 40 per 
cent of United Kingdom imports of manufactures 
come from other possible Free Trade Area countries. 
The Common Market countries absorb 36 and 
50 per cent respectively of the total exports of Swit- 
zerland and Austria, and the potential Free Trade Area 
53 and 66 per cent, while the bulk of these exports are 
directly competitive with production in other countries 
of the Area. 


The Present Tariff Structure 


Chart 2 shows for the Benelux union and seven 
other countries the distribution, according to their 
‘ad valorem incidence, of tariff rates on 570 items of 
the 1951 Standard International Trade Classification. 
In some countries, rates on a number of items have 


15 “The six” plus the United Kingdom, Norway, Sweden, 
Denmark, Austria and Switzerland. 


been changed since the compilation of the data on 
which the chart is based, but it is unlikely that these 
changes have significantly affected the general picture. 
For Italy, in particular, the figures in the table re- 
present the “legal” tariff as established in 1950, and 
later amended as a result of negotiations under the 
GATT and of bilateral agreements, and not the 
“tarif d’usage ” as applied at the present time. The 
latter may often be below the levels of the legal 
tariff. 


The figures in the table therefore give some indica- 
tion of the influence of the Italian tariff on the calcula- 
tion of the rates to be applied in the common tariff of 
“the six”; but they offer less guidance on the prob- 
able impact on Italian industry of the removal of 
tariffs on the intra-trade of the Free Trade Area and 
the adoption of the Common Market tariff against the 
trade of the rest of the world. 

Amongst the industrial countries, the concentration 
of the duties imposed by Benelux and the Scandinavian 
countries within the lower ranges is in marked contrast 
with the frequency of incidences exceeding 15 per cent 
in Italy, France and—to a lesser extent—the United 
Kingdom and western Germany. Italy seems to have 
more very high incidences (over 30 per cent) than 
other countries, and where these exist in other coun- 
tries they are concentrated in the food, drink and 
tobacco sector. An examination of tariff incidences in 
the semi-manufactures and the finished-goods sectors 
shows in each case a variation from country to 
country similar to that in the over-all distribution. 
There is much less variation in the raw materials 
category. Incidences above 10 per cent are very rare, 
and the number of incidences above 5 per cent are 
significant only in France, Italy and the United 
Kingdom. 

If, somewhat arbitrarily, 10 per cent is taken as the 
dividing line between high and low tariffs in the semi- 
manufactures sector, only some 10 per cent or less 
of all tariff incidences fall above this line in the 
Benelux countries, Denmark and Sweden, as com- 
pared with more than 70 per cent in France and Italy 
and about 50 per cent in western Germany and the 
United Kingdom. In the finished-goods sector, 
taking 20 per cent as the borderline, only about 
10 per cent of all tariff incidences fall above this line 
in Benelux and 5 per cent or less in Denmark and 
Sweden. In Italy, however, nearly two-thirds of all 
incidences in this sector are above the line, in France 
nearly half, and significant proportions in western 
Germany, Norway and the United Kingdom. 


The data on which the figures quoted in this sub- 
section are based do not, of course, permit the calcula: 
tion of a satisfactory measure of the relative protective 
effects of the tariffs of the various countries. Duties of 
equal incidence do not necessarily have equal effect in 
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TABLE 5 


Ad valorem incidence of import duties for selected items in nine countries 


Percentages 
Se ce I a 
Benelux b 
SITC item and description Austria 2 Denmark pre Western oe Norway arene United 
Germany Kingdom 
Роб ОН таре Бос ee, ee 0 6 0 19 15 19 2 2 37 
Е МИ О од 4 11 2 30 18 0 0 5 
532-03 Synthetic tanning materials ...... 0 0 5) 18 20 16 | 0 0 10 
535-02 Printer Со зо М 6 bab. в 5 12 3 18 25 15 5) 4 13 
629-01 Rubber tyres and tubes. ....... 42 24 12 19 30 24 6 17 27 
ОЗ ОЕ ке DOATC Sey м. 8 ne 3 25 12 18 13 6 20 
O41 OIINGWSDIIE оса ка ee oe 6 10 0 25 12 17 ay 0 10 
ОЕ О Права ss). 8 4. se ek ak 20 20 15 25 18 33 5 10 20 
632-01 Paper bags, cardboard boxes, etc... . 54 20 30 24 23 30 26 13 20 
651-04 Cotton yarn and thread ....... 3 4 1 17 16 25) 7 2 13 
651-06 Synthetic yarn and thread. ...... 20 11 11 18 19 28 14 6 41 
653-02 Woollen and worsted fabrics ..... 23 16 4 18 22 22 21 6 21 
О O2ZaNComcnte ое 23 3 0 10 5 2S 31 4 8 
663-05 Carbon and graphite products. .... 2 4 0 11 15 19 3 51 
664-02 Optical and spectacle glass, unworked . 0 0 as 21 10 17 0 0 15 
664-0499 Аср Soluriha Maa et om 33 16 14 20 25) 31 34 12 12 
666-03 Porcelain, table and other household . . 33 24 11 25 20 36 22 8 15 
699-07 Nails, bolts, screws, etc. ....... 22 8 1 21 18 26 7 4 17 
699-12 Hand tools, tools for machines ... . 5 Э 1 18 15 26 19 4 16 
711-05 Internal combustion engines. ..... 14 9 4 22 20 32 11 13 21 
it OGRA TACLOISH ae hate! Ee Msn bee 57 9 5 22 20 36 1 10 23 
15-Е, Масбте toolsvs 4 Gs) .o6ts Le we Ss 5 6 5 16 9 17 ИИ 7 18 
Бо Оо тех е оасбтегу ео. one. wala suc 3 6 5) 18 13 25 15 6 27 
716-14 Ball, needle or roller bearings. .... 8 6 1 Hy 20 27 20 10 20 
пои Radio appatatus,. ее. 23 14 20 21 14 33 12 13 26 
732-01 Passenger-motor-cars - . .. 3s: = 43 24 7 30 Sw 40 30 15 33 
ЗЕ Вкус ева Зе is Busse ое о. 58 18 6 30 15 50 8 23 20 
735-02 Ships (over 250 gross 101$)... ... 13 0 0 0 0 11 = 0 10 
841-05 Clothing, outerwear other than knitted . 13 24 6 23 24 28 26 11 24 
851-027 Leather-footwear’. . . . . oes. . 8 20 13 21 19 29 18 16 18 
961-01 = Optical mstruments’: ее. 5 14 4 26 12 25 3 3 26 
864-01 Маре “and рано... 8 9 10 15 14 7 6 3 33 
89915 Toys tandseames x. | 40s) fo cee (EL 16 18 8 32 20 33 19 15 23 


Sources : The data in this table and in Chart 2 are based оп а study made by the GATT secretariat in 1952. 


@ A new Austrian tariff will shortly be put into effect. Since the new tariff 
embodies great changes in the tariff structure, Austria has not been included 
in Chart 2. 


diverting demand from imports to home production, 
and no weighting of rates of duty which is possible 
with existing data can adequately reflect the protective 
effect of either individual duties or the tariff as a 
whole. Even with the break-down of customs revenue 
and trade values into 570 categories, there is still some 
tendency for the most protective duties to be under- 
weighted and the least protective to be over-weighted; 
moreover, the different SITC items considered are of 
varying importance in the trade of the countries 
concerned. But, with all these qualifications, the 
differences between one country and another are 
sufficiently marked to suggest that the removal of 
protection against competitors in other member 
countries of the Free Trade Area will probably have the 
greatest impact on domestic industry in France, and 


Ь The rates shown for Italy are those of the legal tariff. In some cases 
the rates actually applied may be lower. 


possibly in Italy, and the least in the Benelux and 
Scandinavian countries. 

However, two offsetting factors have to be borne 
in mind. First, the common tariff imposed by the 
Common Market on semi-manufactures may well be 
higher than existing Benelux rates and so tend slightly 
to raise manufacturing costs in those countries, as 
compared with those of other members of the Free 
Trade Area, to the extent that semi-manufactures are 
imported into the Benelux countries from outside the 
Area. 1® Secondly, in so far as the loss of tariff protection 
brings about a worsening of the balance of payments 
of a former high-tariff country, exchange rates will 


16 Press reports suggest that a provision for a quota of duty 
free imports in such cases may modify this effect to some extent. 
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have to be adjusted to restore equilibrium; and the 
adjustment will have an incidental effect equivalent 
to some restoration of protection. No country is 
likely entirely to escape the need for some adjustment 
of its industrial structure, but no country can possibly 
see every branch of its industry suffer in the long run, 
though some countries may have to accept a certain 
worsening of their terms of trade. 


A further illustration of tariff disparities is provided 
by the figures for Benelux and eight other countries 
given in Table 5, which also indicate some sectors in 
which competitive conditions will be fundamentally 
changed by the removal—so far as intra-member trade 
is concerned—of duties which are at present high in 
nearly all countries in western Europe. Tanning 
materials, optical glass, cotton yarn and staple fibre 
are clear examples of cases where the adoption of a 
common tariff based on an average of existing rates 
would raise the cost of imported semi-manufactures 
from outside the Free Trade Area for processing 
industries in some member countries of the Common 
Market. Motor-cars, radio apparatus, some types of 
clothing, rubber tyres, plate glass, porcelain and toys 
and games are samples of products for which the 
market within the Free Trade Area seems likely to 
become considerably more competitive so far as 
competition between industries in member countries 
is concerned; but within every member country 
imports of these goods from other members will receive 
a noticeable margin of preference over imports from 
the outside world. 


The foregoing comparison of tariff structures in 
western Europe underlines one important difference 
between the implications of membership of the 
Common Market or the Free Trade Area for the 
“low tariff” countries of western Europe. For 
example, in joining the Common Market the Nether- 
lands may be obliged to accept a common tariff on 


imports of semi-manufactured goods from outside the 
Free Trade Area higher than would be imposed if only 
the interests of the Netherlands economy—heavily 
dependent on exports and on the processing of 
imported materials and semi-manufactures—were con- 
sulted.16¢ By contrast, for countries such as Denmark, 
Sweden or Switzerland, the possibility of retaining 
their separate low tariffs on imports from the world 
outside the Free Trade Area tends to reinforce other 
considerations, some of them political, which may 
induce them to join this association rather than the 
closer community of “ the six”. 


It is impossible to predict with any certainty the 
changes in trade flows likely to accompany the forma- 
tion of the Common Market and the Free Trade Area. 
The present structure of western European trade, and 
the relatively low degree of protection at present 
accorded in most countries to raw materials and fuels, 
suggest that trade in manufactures is likely to be most 
affected (leaving aside, for the time being, the possible 
effects of the policies adopted towards agricuiture and 
trade in food products). It follows that intra-trade 
may well be affected rather more than trade with 
countries outside the Area, which, so far as European 
imports are concerned, is concentrated to a consider- 
able extent on food and raw materials. For individual 
countries of the Area, the effects are impossible to 
predict. Clearly, the low-tariff countries will tend to 
have to face less far-reaching adjustments of their 
trade and industrial structure than those which may 
be demanded of the countries which at present 
impose high tariffs; but the potential benefits to be 
gained by any country may not be related at all 
obviously either to its present tariff structure or to the 
degree of present concentration of its export trade on 
western European markets. 


164 See footnote 16. 


4. THE LONG-RUN IMPLICATIONS OF THE NEW PROPOSALS 


The Benefits for Industrial Member Countries of the 
Free Trade Area 


Any prediction about the probable benefits to be 
gained from the establishment of the Common Market 
or the Free Trade Area is bound to be based almost 
entirely on а priori reasoning. The world has not yet 
had any experience of the effects of converting a large 
number of separate economies, in the state of indus- 
trial development now reached in north-western 
Europe, into a single market, and arguments based on 
observed differences between present conditions 
in western Europe and those in the single market of 


the United States are apt to be somewhat misleading. 
For example, arguments in favour of economic inte- 
gration in western Europe are frequently supported by 
reference to the much higher per capita national pro- 
duction in the United States than in any western 
European country. But this contrast in the absolute 
levels of per capita income may be attributable at least 
in part to a richer per capita endowment of natural 
resources in the United States, with a consequent 
premium on manpower and stimulus to the substitution 
of machinery. It is difficult to show conclusively, 
moreover, that the rate of growth of output per worker 
employed in the United States has been higher in 


normal times in the fairly recent past than the rate in 
a number of smaller countries.1”7 It may also be of 
some relevance to note that the standards of living and 
levels of productivity closest to those of America have 
been achieved by some of the smaller countries of 
western Europe, thus suggesting that sheer size of the 
home market may be less important than other factors. 


Moreover, even after the formation of the Common 
Market and the Free Trade Area, western Europe 
will not be a single market in the same sense as is the 
United States. Among other differences, labour and 
capital are likely to be less mobile in western Europe— 
even if formal restrictions on movement between coun- 
tries should eventually be abolished—and national 
variations in traditions and tastes are likely to delay the 
development of a true mass market in some sectors 
of production. 


Nevertheless, while such considerations may reason- 
ably dictate some caution in assessing the scale of 
the benefits that are likely, it can hardly be doubted 
that the long-run effects of removing trade barriers, 
as now contemplated in western Europe, will be of 
advantage to the participating countries. They will 
benefit from the encouragement given to a concentra- 
tion of resources in each country on output of those 
goods that it can produce at least relative costs, and 
also from the economies of scale which should be 
achieved as production in some industries develops 
in the larger units likely to become economic in the 
Common Market of 160 million people—or in the 
still larger single market of about 240 million which 
would be formed if all the industrial countries of 
western Europe joined the Free Trade Агеа.18 


It is, of course, true that even within present na- 
tional frontiers industries are not invariably organized 
in units of optimum size in relation to their markets, 
but increased competition from outside should help 
to break down the live-and-let-live attitude among 
industrialists which often tends to perpetuate a situa- 
tion of this kind within a fairly small protected market. 
A more enterprising attitude on the part of indus- 
trialists towards the adoption of new inventions, 
improvements in techniques, etc., may also be induced 
by the keener competition likely to be brought about 
by the removal of a considerable amount of the 
protection which they at present enjoy. 


Certain other advantages may also be expected. 
The creation of a new preferential area, with some 


17 See С. О. A. MacDougall: “ Does Productivity Rise faster 
in the United States ?” Review of Economics and Statistics, May 
1956. 

18 For a discussion of how these advantages might be brought 
about, and for a study of relations between size of plant and 
production costs, see Tibor Scitovsky, “ Economies of Scale 
and European Integration”, American Economic Review, 
March 1956, and J. S. Bain, “ Economics of Scale, Concentra- 
tion and Entry”, American Economic Review, March 1954. 
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individual tariffs against the outside world unchanged 
and the common tariff of “ the six ” not greatly below 
the average level of its original constituents, may 
well encourage a higher rate of direct investment in 
western Europe by overseas firms who find it more 
difficult to export to the area and therefore set up 
branches within the tariff barrier. In addition, the 
tendency for the intra-trade of western Europe to 
expand to some extent at the expense of trade with the 
outside world may well turn the terms of trade with 
other countries in favour of the Common Market 
or Free Trade Area countries as a group. Even if this 
diversion of trade represents in part a switch of demand 
from low-cost sources of supply outside western 
Europe to higher-cost sources within the Area, any 
consequent direct rise in import costs may well be 
offset for member countries—though not for the world 
as a whole—by the indirect effects of the change in 
trade flows on their terms of trade.!9 


While some confidence may be felt in the long-term 
beneficial effects of the formation of the Common 
Market and the Free Trade Area on their members 
as a group, the benefits may be very unevenly distri- 
buted among individual countries. The low-tariff 
countries clearly have the best chance to extend their 
export markets in countries where tariffs are at present 
high without having to face significantly increased 
competition in their home markets. By contrast, a 
country which has succeeded, by the use of a protective 
tariff or other measures of trade restriction, in turning 
the terms of trade in its favour may face some loss of 
this advantage when its home market is opened to the 
competition of industry in other member countries. 
On the other hand, such a country may well have 
more to gain in the long run than has a low-tariff 
country from the stimulating effects of competition 
on industrial enterprise and efficiency, and from the 
transfer of resources from less to more productive 
uses which may be forced upon it. 

A further factor tending to make the long-term 
benefits of the Common Market and Free Trade Area 
fall unevenly on their members is the possibility that 
the important changes in industrial location likely 
to result from it will reinforce tendencies towards 
industrial concentration and centralization. Many 
new industrial plants are likely to be set up, including 
both those of European enterprises seeking to realize 
the advantages of large-scale production, and the 
direct investment of overseas firms seeking to establish 
themselves inside the new preferential area. The 
already highly developed industrial centre embracing 
the valley and outlet of the Rhine is likely to offer a 


19 For detailed discussion of the factors involved in assessing 
the balance of advantage for member countries, and for the world 
as a whole, of the changes in trade flows produced by the for- 
mation of a customs union or free trade area see J. E. Meade, 
The Theory of Customs Unions, Amsterdam 1955. 
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strong attraction аз а site for these new plants, because 
of considerations such as transport costs, ease of 
communication, skilled labour, and availability of 
commercial and other services. Moreover, some of the 
European and overseas firms which earlier had esta- 
blished branch offices in various European countries 
in order to be inside the national tariff walls may be 
induced to reinvest in a more centralized location, 
particularly if they already have their headquarters 
in such an area. 


The overcrowded condition of the central industrial 
regions of Europe may serve as some deterrent, but 
with increasing freedom for labour movements the 
influence of this factor may not be very great. Unless 
the problem is foreseen in time and active policies 
pursued with the aim of securing a more appropriate 
regional distribution of industry and population, 
there is some likelihood that less centrally located 
or less developed parts of the Free Trade Area may 
fail to attract new industrial investment as much as 
hitherto, or even lose some of their present industrial 
establishments. 


The Problem of the Less Developed Areas of Europe 


The discussion in this section has so far been con- 
ducted in terms of the effects on their members of a 
Common Market and Free Trade Area both composed 
entirely of countries at more or less the same stage of 
economic development. But, in fact, the Governments 
of Portugal, Greece, Turkey, Ireland and Iceland have 
already shown some interest in the possibility of joining 
the Free Trade Area if acceptable terms can be arranged. 


The OEEC Working Party on the Free Trade Area 
mentioned that “ Some member countries, the econo- 
mies of which ‘ are in process of economic develop- 
ment” have intimated their desire to belong to the 
Area, while explaining that for the time being they 
would have to maintain their existing protection either 
on all or on a substantial part of their imports”. As 
was mentioned in Section 2, the Working Party made 
no recommendation on this question, but referred it 
to the OEEC Council, which has arranged for it to be 
studied further.”° 


The essential economic argument against absorbing 
those countries into a Free Trade Area on the same 
terms as other members was stated in the Economic 
Survey of Europe Since the War : 4 


“The case for industrial protection in the rela- 
tively retarded countries of southern Europe goes 

_ beyond the traditional ‘ infant industry ’ argument. 
It has rather to do with the fundamental lack of 
balance between industry and agriculture in those 


20 See OEEC Press Release (57) 7. 


*1 Economic Survey of Europe since the War, Geneva, 1953, 
pp. 219 and 220. 


countries. The existence of vast surpluses of man- 
power in agriculture creates a situation where 
money costs of production in industry are higher 
in relation to agricultural money costs than is 
warranted by comparative real costs in the two 
branches of the economy.” Under such conditions, 
the exchange rate at which the foreign account 
tends to be in balance would be one at which 
industrial costs tend to be systematically non- 
competitive with foreign costs, and vice versa for 
agriculture. 


“If this is so, the abolition of trade barriers 
between the poorer and the richer countries would 
contribute to intra-European specialization only 
in the perverse sense of perpetuating the role of the 
southern countries as exporters of agricultural 
products and importers of manufactures. This is 
tantamount to saying that the gap between levels 
of economic development in the high-income and 
the low-income areas of Europe would continue 
to widen, which could hardly be regarded as an 
achievement in economic integration.” 


However, as the SURVEY pointed out, the existing 
customs tariffs and other protective measures in force 
in the under-developed countries of southern Europe 
are almost certainly not of the most suitable pattern 
for encouraging both a shift of labour from agriculture 
to industry and a development of the most economic 
structure of industrial output. It was suggested that 
a flat rate ad valorem import duty on all industrial 
products which could reasonably be expected to be 
produced in these countries would be the most 
rational way of offsetting the general handicap to 
industrial development, while leaving full scope for 
each country to specialize in the lines of industrial 
production for which it was best equipped. The level 
of the duty would ideally vary inversely from country 
to country according to the degree of development, 
of which the amount of rural surplus population might 
prove a sufficiently adequate indicator.?8 


If some such principle were accepted as the basis 
for dealing with tariffs on inter-member trade, the 
economic case for these countries’ entering the Free 


22 “То say that there is surplus manpower in agriculture is 
only one way of saying that other branches of the economy 
can absorb labour from agriculture with relatively little, if any, 
sacrifice of agricultural output—or that the real cost to the 
community of increasing industrial output is relatively low.” 


*° One weakness of this device is that it does not help potential 
export industries. An alternative and in some respects preferable 
method of achieving the desired encouragement to industrial 
development would be the payment of a flat-rate subsidy per 
head to industrial employment, which would have the effect 
of encouraging the development of labour intensive industry in 
particular. Another, avoiding even this degree of discrimination, 
would be to pay a flat-rate subsidy to all industrial exports in 
addition to charging the import duty. However, the practical 
possibilities of applying such measures in the countries concerned 
are probably slight. 


Trade Area would be strengthened. They would 
gain better market opportunities for their newly 
developing production of manufactured goods; but 
the treatment of their agricultural exports would, 
of course, be of much greater immediate importance. 
Greece, Turkey and Portugal contribute only 2 per 
cent of total imports of foodstuffs into the other 
potential Free Trade Area countries, but, as can be 
seen from Chart 1, their total exports to the Free Trade 
Area (mainly foodstuffs) represent 53 per cent of their 
export trade. 


Many of the typical export products of Greece, 
Turkey and Portugal—wine, tobacco, fresh and 
dried fruit, vegetables and fish 4—compete directly 
with the production of Free Trade Area countries, 
especially France and Italy, or with the produce of 
the overseas territories of the member countries. 
Clearly, any danger of an intensification of mutual 
preferences in the agricultural sector among the Free 
Trade Area countries provides a powerful incentive 
for the southern European group to join the Area if 
possible. 


The position of southern Italy—the main under- 
developed region of the Common Market—is rather 
different from that of the other southern European 
coun.ries, partly because the problem of economic 
development of southern Italy is that of dealing with 
a depressed region within a national territory which 
has otherwise reached a high level of industrial 
development, partly because Italy intends to join the 
Common Market, with its aim of eventual full eco- 
nomic union of the member countries. The first 
characteristic implies one possible advantage for 
southern Italy not possessed by the other under- 
developed countries—that the effect of the Common 
Market and Free Trade Area will be to make available 
to industry in southern Italy imports from all these 
countries free of import duty, whereas in the past 
firms in the south have to some extent been forced 
by the incidence of the tariff to buy equipment from 
the industries of northern Italy, even where these are 
higher cost sources than the alternative suppliers 
elsewhere in Europe. Both industrial and agricultural 
equipment can already be bought in Sicily at specially 

‘low rates of duty, or duty free; but this facility is 
not yet available to the same extent in continental 
southern Italy. The importance of the second distinc- 
tion—membership of the Common Market—is that 
acceptance of its aims should logically imply a will- 
ingness by its members, acting as a group, to accept 
joint responsibility for promoting economic develop- 
ment in southern Italy in the same way as each accepts 
the need to assist depressed or under-developed areas 
within its own territory. 


24 For Turkey the cereals market in western Europe is also 
extremely important. 
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The rules of the Common Market, on the other 
hand, appear to limit the range of measures which 
Italy itself may take to encourage industrial develop- 
ment in the south. It seems, however, that some scope 
for using direct or indirect production subsidies will 
remain; and presumably a special dispensation from 
any of the rules could be requested at any time if this 
seemed necessary in order to carry out an effective 
development policy. But even if it can be assumed 
that the rules of the Common Market will permit the 
Italian Government to offer the necessary direct 
incentives for private industry to move to southern 
Italy, this will not meet the prior need for large 
infra-structure investment to provide the base for 
further industrialization. 


It is generally conceded that to finance all the 
investment necessary for a reasonable rate of develop- 
ment in southern Italy and, still more, in the other 
countries of southern Europe out of their own re- 
sources would impose a heavy, and in some cases 
intolerable, strain on the economies of those countries. 
They therefore need to import capital. In a situation 
in which differences in interest rates from country to 
country reflect the influence of individual governments’ 
monetary and credit policies rather than differences 
in the real rate of return on capital, however, there is 
little reason to hope for a noticeably more economic 
pattern of international capital movements as a 
result of removing restrictions. There is certainly 
little reason to suppose that the removal of restrictions 
on capital movements within the Common Market 
or the Free Trade Area during the next few years 
would by itself induce a more rapid flow of funds 
towards the under-developed regions; and indeed, 
the possibility of a perverse flow from the poorer to 
the richer members cannot be ruled out. 


Such information as is so far available on the pro- 
posed European Investment Bank, to operate within 
the Common Market, suggests that this institution 
may not be adequately constituted to meet these 
problems. If, as has been suggested, the Bank is to 
operate largely with money raised in European 
capital markets and on strictly commercial principles, 
it seems somewhat doubtful whether it will be able 
to contribute directly to the financing of the types 
of investment which are most urgent in southern 
Italy or, if its field of operations should be extended, 
in the other southern European countries. Some 
scope may, however, exist for financing such develop- 
ment via direct lending by the Bank to governments, 
or on the basis of government guarantees. 


If assistance on a more significant scale is to be 
given, it seems that special allocations of public funds 
by the richer countries to aid depressed areas in Europe 
will be required to be dispensed in the form of grants 
or specially cheap or long-term loans for infra- 
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structure investment, reforestation and other similar 
purposes. The case for aid of this kind—already 
strong—will be strengthened if these regions, through 
the Common Market and the Free Trade Area, 
become still more closely associated with the more 
developed countries, and with the aim of a far- 
reaching economic integration. 


The Implications for Certain Non-member Countries 
in Europe 


Three countries in Europe, outside eastern Europe 
and the Soviet Union, are not at present engaged in 
the negotiations on the Common Market or the Free 
Trade Area—Finland, Spain and Yugoslavia. 


It would in fact be very difficult for Finland to 
contemplate staying outside an area in which Swedish 
and Norwegian forestry products, in particular, 
received preferential treatment, since western Europe 
is the market for almost 70 per cent of Finnish exports 
of these products. Moreover, Finland’s efforts to 
increase its range of manufactured exports would 
also be seriously hampered by its exclusion from the 
Area. But to join the Area would also face Finland 
with some serious problems. The present balance-of- 
payments situation, and the needs of its economic 
development policy, might make it impossible for 
Finland to accept all the obligations of membership 
immediately. In addition, the dependence of Finland 
on trade with eastern Europe and the Soviet Union 
is sufficient to make it difficult for Finland to give up 
such discrimination against western European imports 
as is necessary to implement trade agreements with the 
eastern countries. 


Spain might also find itself seriously disadvantaged 
if it were to remain outside the Free Trade Area. 
Exports to the countries of the Area account for more 
than half of all Spanish exports and are heavily 
concentrated on fruits, vegetables, fresh and canned 
fish, which face strong competition from production 
within the Area and in the overseas territories of mem- 
ber countries. Moreover, Spain, like any other under- 
developed country, would find its prospects of build- 
ing up industrial exports adversely affected by the 
setting up of a new preferential area from which it 
was excluded. 


Yugoslavia would clearly find it especially difficult 
to join the Area, though it is an important market 
for Yugoslav exports: the six Common Market 
countries alone took more than one-third of total 
exports in 1955. The Free Trade Area countries 
absorbed more than 50 per cent of all Yugoslav 
exports of meat and meat products, fruits and veget- 
ables, more than 75 per cent of timber exports and 
some 40 per cent of all exports of base metals. Some 


at least of this trade is likely to face fiercer competition 
if a Free Trade Area is constituted with Yugoslavia 
outside, not least because the ability of the member 
countries to enter into bilateral trade agreements will 
be restricted. 


East-West Trade in Europe 


Trade with eastern Europe and the Soviet Union still 
plays a small part in the total trade of western Euro- 
pean countries other than Finland, but it is of more 
importance for the eastern countries themselves (see 
Chart 1). 


One effect of the Free Trade Area rules will be to 
make it more difficult for western European countries 
to enter into trade agreements with the countries 
of eastern Europe and the Soviet Union which involve 
any discrimination in favour of imports from these 
countries as compared with imports from other 
members of the Area. 


The change in this respect is, however, probably 
of minor importance, since the scope for such discri- 
minatory arrangements by western European countries 
has already been sharply reduced by the removal 
of quantitative restrictions, under the liberalization 
measures which they have carried out in their trade 
with each other in recent years. It is rather the new 
preferential tariff system proposed in western Europe, 
together with any special measures that may be taken 
to facilitate intra-trade in agricultural products, that 
is likely to have more serious consequences for the 
Area’s trade with eastern Europe and the Soviet 
Union, as indeed for trade with other outside coun- 
tries. The effects seem likely to be particularly impor- 
tant for trade in manufactures and, perhaps also 
in foodstuffs, and possibly less so for crude materials. 
Table 6 indicates the relative importance of these 
categories in the export trade of eastern Europe 
and the Soviet Union with western Europe. 


Exports of manufactured goods or of agricultural 
products from these countries may not, of course, 
actually be reduced or even cease to increase, since 
their centralized state trading mechanisms offer 
them the possibility of taking special measures to sur- 
mount the new preferential barriers proposed in 
western Europe. This, however, does seem to imply 
the acceptance of a deterioration in their terms of 
trade, so that future gains in the volume of their 
exports to western Europe may be offset, at least 
up to a point, by losses in price. These circumstances 
are thus likely to add strength to the export drives 
which the eastern European countries and the Soviet 
Union have already been conducting in third markets, 
and to stiffen the competition which their growing 
manufactures offer to western European exports in 
these markets. 
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TABLE 6 


Imports into western Europe from the Soviet Union and the other eastern European countries in 1955 


Millions of dollars, c.i.f. 
aes et | М 


of which: 
Total 5 
Pecan Toa, oh eel one 
materials equipment А 
Common; market? wo ian 401 75 215 13 98 
Wnitedakinedonveyses ions ee 294 58 174 1 61 
Denmark, Norway, Sweden . . 168 33 74 11 50 
Austria, Switzerland. ..... 130 45 55 7 р 
Greece, Portugal, Turkey .. . 106 2) 15 20 69 
Total Free Trade Area? . . . 1 120 215 541 52 312 
а 20 ee ee 204 43 88 26 47 
VATS EN IEIS о ee er 2 33 1 19 4 9 
Total western Europe 1 357 259 648 82 368 


Sources : Yearbook of International Trade Statistics, 1955, United 
Nations, New York, 1956, and national trade statistics. 


Effects on the Long-term Organization of World 
Trade 


The first reaction of countries outside Europe to the 
Сошглоп Market and Free Trade Area proposals has 
been generally favourable. The President of the 
United States has expressed the view that they will 
add greatly to the economic strength and contribute 
to the political unification of western Europe.” 
The Canadian Prime Minister has welcomed the 
proposals in similar terms, on the assumption that the 
proposed maintenance of some preferential tariffs by 
the United Kingdom would be acceptable to other 
countries, but added an important qualification: 


“If the proposals are carried through with deter- 
mination, and at the same time the countries con- 
cerned proceed forthrightly with the removal of 
other trade barriers between themselves, and also 
against other countries, as they are already pledged 
to do, it should be possible to surmount any diffi- 
culties which may be created and to increase the 
flow of trade, and maintain the ties, between this 
large European area and the rest of the world. 
On the other hand, a partial development that 
resulted only in the creation of a new system of 
intra-European tariff preferences would interfere 
with trade between Europe and other countries, 
including Canada, without achieving the positive 
results which are expected from a full implementing 
of the plan. Similarly, it would be a matter of 
concern to us if the pursuit of this European objec- 
tive, worthy as it is, were to result in an increase 
in tariffs against non-European countries or in less 
effort or willingness to reduce the other barriers to 


25 See the President’s message to Congress of 23 January 1957. 


@ Including Iceland and Ireland. 


the development of competitive multilateral trade, 
which is the overriding objective of the Canadian 
Government and of the General Agreement on 
Tariffs and Trade.” 254 


Generally approving statements have been made in a 
number of other countries, but fears have recently been 
expressed in some overseas countries that the proposals 
for agriculture may unduly limit access to the six 
countries of the Common Market for produce from 
outside the area. Anxiety lest the new preferential 
system may limit outlets for their increasing manu- 
facturing capacity has been expressed in some of the 
less economically developed countries; and in Japan 
also there have been some signs of uneasiness at the 
prospect of more difficult access to the western 
European market in future. It is suggested that the 
export drive towards non-European markets may 
have to be intensified as a result. 


It is clear that there is fairly widespread apprehen- 
sion that the new departure in western European 
trading policies may represent the start of a retreat 
to a more protectionist attitude towards imports from 
the outside world, in contrast with the efforts to reduce 
trade restrictions and discrimination affecting imports 
from outside western Europe which have been pursued 
so far. It is, of course, true that these new develop- 
ments represent a departure from the “ most-favoured- 
nation” principle which most countries, in Europe 
and elsewhere, had adopted as their guide when 
approaching their task of dismantling the restrictions 
accumulated during the ’thirties and the war years. 
Temporary departures from this policy have been 
frequent in practice, largely as a result of post-war 


254 Statement by the Canadian Prime Minister as quoted in 
Foreign Trade, vol. 106, No. 12, Ottawa, December 1956. 
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TABLE 7 


The structure of world trade 


Major preferential trading areas, before and after the inception of a Free Trade Area for western Europe 


Billions of dollars, f.0.b. — 1955 values 


i Exports to ish Prospective bles a 
— B +. а, Г. fe ti 
в British ВОН а О уе те ae wes pe TOTAL 
г i 1 : rea 1 a : 
yeah | ‘attlated | region | <oreferential | ‘ester | Spree Trace | countries | WORLD 
Exports from overseas Europe а 
и territories 

Major preferential trading areas: 

British Commonwealth ..... 11.8 17 0.4 13.9 9.9 17.3 7.5 24.8 

France, Belgium-Luxembourg, and 

their affiliated overseas territories 12 3.7 0.2 БЫ ЭЙ 8.2 1.8 10.0 

Eastern trading regions ..... 0.6 0.2 iS 8.3 1.3 9.0 0.5 9.5 
ToTAL of three preferential trading 

TEAS HR ake aren ЗИ. 13.6 5.6 8.1 PH 2 16.9 34.5 9.8 44,3 
Prospective Free Trade Area in west- 

Gin JBM 6 6 Goeth oes 8.8 4.9 1.0 14.7 16.9 25.6 7.3 32.9 
ToTtaL of major preferential trading 

areas after the inception of the Free 

тает а ее И 16.8 7.8 8.8 33.4 РЕ 41.2 14.0 61.2 
ДА ОЕ СОНЯ 6 ооо оба 9.0 5 0.6 TS 8.2 15.4 15.9 31.3 


Sources and methods: See Appendix B. 


dollar shortages, but the new proposals amount to 
the open abandonment of the most-favoured-nation 
principle, and the adoption of a permanent prefe- 
rential system, by a very important group of trading 
countries. 


The proportions of world trade covered or indi- 
rectly affected by existing systems of preferences and 
by the projected Free Trade Area are indicated by the 
figures in Table 7. Once the Free Trade Area comes 
into existence about 40 per cent of present world trade 
will take place within the framework of preferential 
arrangements,” while about 25 per cent (i.e. the 
imports into areas which are members of preferential 
systems from non-members of those systems) will be 
subject to disadvantages as a result of these arrange- 
ments. Only one-sixth or less of world trade will be 
conducted amongst countries not members of one or 
another preferential system. 


One outcome of the new initiative in western 
Europe may well be that other countries draw together 
in preferential trading areas of their own; and con- 
sideration of such a project has, in fact, already been 


2561.е. 11.8 (less trade between Iceland, Ireland and the 
United Kingdom) plus 3.7 (less trade between Belgium/Luxem- 


bourg and France) plus 7.5 plus 16.9, This amounts to 
$38.5 billion. 


started in Latin America. If this tendency were to 
develop, and if the various trading blocs were to 
become highly protectionist, the potential benefits of 
the Common Market and Free Trade Area in western 
Europe might be significantly reduced. 


The risk that the world may become organized into 
a number of large protectionist preferential systems 
might be somewhat lessened if the original members of 
the Free Trade Area were to show themselves prepared 
to accept as additional members any countries able 
and willing to accept its rules. But their willingness to 
continue their earlier efforts to reduce barriers to 
trade on a worldwide basis is likely to be more 
important. It may well be in their own interests, as 
well as in those of the world as a whole, that they 
should show themselves willing to reduce their external 
tariffs and other barriers to trade with the outside 
world (including direct and indirect obstacles to 
imports of agricultural products) either unilaterally 
or, where appropriate, as part of negotiations designed 
to reduce trade barriers generally. This may well be a 
most important issue for a number of under-developed 
countries, which now fear that the immediate outlets 
for their agricultural exports—and the potential 
markets for their possible future exports of manu- 
factured goods—may be drastically restricted. 
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5. PROBLEMS ОЕ TRANSITION AND ADJUSTMENT 


The long-term benefits which countries may expect 
as a result of joining the Common Market or the 
Free Trade Area are bound to be purchased at the 
expense of some—possibly quite small—short-term 
costs to their economies, in the form, for example, of 
potential output lost as a result of temporary unem- 
ployment. This applies particularly to the advantages 
accruing in the long run from a more efficient distri- 
bution of resources between different types of produc- 
tion in each country, which must by definition involve 
some changes in the existing industrial pattern. 


The methods decided upon by the Common Market 
countries—and likely also to be followed by the 
members of the Free Trade Area—for removing 
tariffs and quotas on inter-member trade will tend to 
minimize the difficulties of carrying through any 
necessary adaptations of the industrial structure. The 
formule contemplated, and the period—12 to 15 years 
—over which barriers are to be removed, seem to 
provide a fairly satisfactory combination of a fixed 
time-table, and definite obligations for minimum 
reductions in over-all incidences and individual rates 
of duty, with a reasonable degree of flexibility per- 
mitting the pace of adjustment to be varied from 
industry to industry in each country. This should 
reduce the danger that all the immediately most 
difficult adjustments—and therefore those that are 
potentially most rewarding to the area as a whole— 
may be postponed till the last minute. Nevertheless, 
some problems of structural unemployment during 
the period of readaptation must be regarded as a 
possibility to be faced by some member countries. 
It is also possible that certain countries may find that 
the lowering of protective barriers produces increases 
in imports exceeding the growth of their exports, and 
consequent balance-of-payments difficulties. 


The Views of Industrial and Workers’ Organizations 
in Western Europe 


The favourable interest expressed by western 
European governments in the new proposals seems 
generally to be supported by the reactions of articulate 
opinion in these countries; but this support has not 
been universal, and has usually been subject to quali- 
fications which often reflect anxieties about the pos- 
sible strains of the transition rather than doubts about 
the long-run benefits. Most trade union organizations 
have expressed anxiety at the prospects that some 
frictional and structural unemployment may appear 
during the transition period, and have stressed the 
need for effective full-employment policies designed 
both to maintain adequate levels of over-all demand 


and to deal with these special problems. Some fears 
have been expressed in the countries where wages are 
highest lest increased competition from low-wage 
countries, or increased labour migration, tend to 
depress their living standards. 


Industrial organizations have tended generally to 
stress the need for freedom of movement for labour 
and capital to be increased in step with, or in advance 
of, the removal of tariffs, and for safeguards against 
dumping, export subsidies and “ unfair competition ” 
in general and against “ currency manipulation ”. In 
those countries with high levels of taxation or of social 
charges on industry, industrial organizations tend to 
emphasize the need for “harmonization” in this 
field.2° Some organizations have expressed fears that 
unduly dirigiste tendencies may be encouraged by the 
activities of the Investment Bank; some have also 
deprecated any great emphasis on control of mono- 
polies, on the grounds that a degree of concentration 
of European industry will be essential for maximum 
economic efficiency. The need for effective measures 
to deal with balance-of-payments difficulties has also 
been generally mentioned, though the stress placed 
on quantitative restrictions, exchange rate adjustments 
or internal policies as appropriate instruments has 
varied. 


The balance of emphasis on these and other quali- 
fications has, of course, varied from country to 
country. In Italy special importance is naturally 
attached to the need for freer movement of labour, 
international co-operation in dealing with unemploy- 
ment problems, and international assistance for 
under-developed areas. In France, uneasiness about 
both the transition difficulties and the ultimate aims 
of the Common Market seems particularly wide- 
spread. The Patronat frangais has been critical of 
many of the details; the trades unions have expressed 
fears of west German competition and of the effects 
on French wage standards of any large inflow of 
foreign workers: insistence on harmonization of social 
charges on industry is stronger in France than in any 
other country, and the need to relieve France of some 
of its burdens in the overseas territories has also been 
widely emphasized. 


26 See, for example, Le projet du Marché commun européen, 
supplément au bulletin N° 153 du Conseil national du Patronat 
francais, Paris, 1956; Statement on the Common Market adopted 
by the International Chamber of Commerce, 18 October 1956; 
views of the British Chamber of Commerce members as reported 
in the Journal of the Birmingham Chamber of Commerce, 
December 1956. Similar views were expressed in a letter of 
31 October 1956 from the President of the Federation of British 
Industries to the President of the Board of Trade, later reported 
in the press. 
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In the United Kingdom, the general desire to main- 
tain as much as possible of the present Imperial 
Preference system is a factor not present in other 
countries. This consideration, and the wish to retain 
freedom effectively to protect domestic agriculture, 
have led the Government to propose the exclusion of 
food, feeding-stuffs, drink and tobacco from the scope 
of the Free Trade Area. (This is further discussed 
below.) 


In the Netherlands, considerable disappointment 
has been expressed at some of the changes made in 
the Common Market proposals in the course of the 
negotiations since the publication of the experts’ 
report. There is some regret at the extent to which 
the “ supra-national”” approach has been modified. 
It also seems to be widely felt that too many conces- 
sions have been made to protectionist tendencies in 
other countries—in particular, that the common tariff 
on semi-manufactured goods may be so high as to 
raise Dutch manufacturing costs, while the harmoniz- 
ation of social charges on industry will have similar 
results, and that the proposals for dealing with the 
agricultural sector will deprive the Netherlands of 
any opportunity significantly to expand exports of 
food products to other countries of the Market. 
Some of these criticisms have also been voiced fairly 
widely in Belgium and in western Germany, while the 
proposals for agriculture are naturally the subject of 
criticism in Denmark. So far as industry is concerned, 
there is a general expectation of benefits from member- 
ship of the Free Trade Area in Denmark and Sweden, 
but more apprehension about the effects of intensi- 
fied competition in the domestic market in Norway. 


Little attempt seems yet to have been made in any 
country to assess the possible effects of the new schemes 
on the industrial structure—which would, of course, 
be a difficult task. In a few countries, inquiries among 
industrialists have provided indications of their views 
on whether their industries are likely to benefit or 
to lose by participation. It must, of course, be 
remembered that to industries in any single country 
the fear of being left outside a new and important 
preferential trading area must be a powerful factor in 
favour of association with it, whether or not a positive 
benefit is expected from association as such. 


The results of an inquiry among industrialists in 
Italy 27 showed that the Common Market proposal is 
regarded “ generally with favour” by the industries 
producing food and drink, textiles, clothing and shoes, 
wood products, hand tools, sewing machines, type- 
writers and precision instruments: unfavourable or 
varied answers came from many branches of the elec- 
trical, engineering and chemicals industries, as well as 
from some other light industries. A similar inquiry 


27 See Europa senze dogane, Laterza, 1956. 


by the Federation of British Industries °** showed a 
variety of opinions within each industrial sector, but 
with a clear balance in favour in most of the metal- 
manufacturing, engineering and constructional indus- 
tries, vehicles and chemicals: the balance was still in 
favour in most other sectors, but with a considerable 
body of adverse opinion in the textiles and paper and 
board industries and in some others. The general 
balance of views was probably fairly well represented 
by the expression of opinion (“ personal ” rather than 
“ representative ”) of the members of the regional 
councils of the Federation, who “ recognized that the 
readjustments involved in British industry would be 
great, but not so great as those which would follow 
the loss of much of our European markets, or the loss 
of the benefits of forming a part of a large free market 
which provided a real opportunity and challenge to 
British industry. Readjustments spread over 12 to 15 
years would be sufficiently gradual to be surmount- 
able.” 


While the opinion expressed in the last sentence 
quoted above is probably justified, even if applied to 
all the countries concerned, the widely different views 
on the merits and defects of the new proposals which 
emerge from the various statements just summarized 
indicate some of the stresses which may have to be 
withstood during the next several years if the plans 
are to reach full fruition. 


The Lessons of Benelux and of other Experiments in 
Integration 


The conclusions about the likely effects of the 
Common Market and the Free Trade Area, or the 
possible difficulties of the transition period, which can 
safely be drawn from past experience of earlier attempts 
at economic integration are probably fairly limited. 
The European Coal and Steel Community has been 
too restricted in scope to provide a guide to what is 
to be expected from a very different type of approach. 
Moreover, it has so far operated in a period of strongly 
rising demand for coal and steel, when the relocation 
of production need involve no actual shrinking of 
output in any country, but can take place painlessly 
through varying rates of investment in new capacity 
from one country to another. 


Plans for a customs union of the Scandinavian 
countries have been under discussion since 1948. A 
common labour market was established in 1954, and 
each country accords its own social security benefits 
to citizens of the others who are resident in its terri- 
tory. Very detailed expert studies—based on an item 
by item examination of the customs tariffs—have been 
made, including suggestions for a possible timetable 


38 The results were reported in the letter to the President of 
the Board of Trade referred to in footnote 26. 


for the removal of all barriers to intra-trade in each 
product and for the establishment of the common 
tariff. However, the Governments concerned have not 
as yet committed themselves regarding either the 


desirability or the methods of establishing a customs 
union. 


The experience of forming the Benelux Customs 
Union has been on the whole favourable. The develop- 
ment has proceeded slowly over the last nine years, 
with the removal of quota restrictions—which, rather 
than tariffs, were the effective limitations on trade in 
the beginning—being carefully organized so as to cause 
a minimum of dislocation. Both tariffs and quantita- 
tive restrictions on inter-member trade in industrial 
products have now been substantially eliminated, 
though little progress has been made in establishing 
a common market for agricultural products. A 
‘common tariff and common liberalization lists for 
imports from the OEEC area and from the dollar area 
are in force. Steps have also recently been taken to 
free capital movements and to establish a common 
labour market, and agreement has been reached on the 
next stage of progress towards full Economic Union 
which is the ultimate objective. 


These developments have not brought any disloca- 
tion to the economies of the partner countries, despite 
the fact that harmonization of wage systems has not 
been achieved 7° and that general economic and social 
policies are subject to “consultation” rather than 
“ co-ordination ”. The balance-of-payments problems 
of the Netherlands were probably somewhat accen- 
tuated in the early years, but they were overcome— 
with the help of general trade expansion in Europe— 
without serious difficulty. There seems to have been 
only a slight increase in labour mobility as a result 
of the formation of the Union, but there has been 
some movement of capital. 


An attempt has recently been made to assess both 
the extent to which the expansion of intra-Benelux 
trade can be attributed to the formation of the Union 
and the degree of specialization that has been induced 
in the two countries.*° The study is based primarily 
on an examination of imports of a sample of commo- 
dities from Belgium into the Netherlands, but the 
author states that a similar investigation of imports 
into Belgium from the Netherlands gives similar results. 
The conclusion drawn is that for seven commodities, 
accounting for about half of total Netherlands imports 
from Belgium and Luxembourg, a very substantial 
part of the increase in intra-trade could be attributed 
to the formation of Benelux and, as might be expected 


29 Although social benefits are higher in the Netherlands than 
in Belgium, these do not fully offset the lower level of Dutch 
wages. 

30 See М. М. Kristein: “ The Effect of Benelux on Belgian- 
Dutch Trade ”, Economisch-Statistische Berichten, 18 July. 1956. 
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of a union of two small countries, that this had to a 
large extent represented a diversion of trade from 
other sources of supply. 


It could, of course, be argued that the experience of 
Benelux demonstrates not the painlessness of the 
process of transition to a common market, but its 
difficulty. By not integrating the market for agri- 
cultural products, for example; short-term difficulties 
—in Belgium especially—may have been avoided at 
the cost of sacrificing some longer-run benefit from a 
more efficient use of resources in the two countries. 
It is also clear that the general strong expansion of 
the western European economy during most of the 
period has been a factor in the success of Benelux. 


The Special Problem of Agriculture 


For Denmark and, to a lesser extent, for the Nether- 
lands the treatment of agriculture within any western 
European Free Trade Area is of vital importance. 
Both are low-cost producers capable of competing 
effectively on a free world market and, in Denmark | 
especially, agricultural exports are an extremely impor- 
tant element in foreign trade. Agricultural products 
are also important exports from France and Italy, as 
well as providing the major part of the export earnings 
of the under-developed countries of southern Europe. 


All western European countries apply more or less 
comprehensive policies of agricultural protection, in 
many cases with the aim of maintaining a level—and, 
even more, a rate of growth—of farm incomes more 
or less on a basis of parity with incomes in industry 
and other sectors. In part, however, protective policies 
are based on the desire to maintain a certain level or 
pattern of agricultural output either for strategic 
reasons or through a fear of being too dependent on 
food imports, even in peace time. The fact that the 
United States subsidizes food exports is also a con- 
sideration influencing the policies of some western 
European countries. 


The present high levels of protection of western 
European agriculture are made necessary by the 
uneconomic size of a large share of the farms. There 
are very few European countries where farms at or 
above a size that can fully employ the family labour 
working with mechanized equipment account for more 
than a fraction of the total number of farms. To deal 
with the basic factors underlying the present difficulties 
will take time; and success will depend to some 
extent on developments outside agriculture, such as 
the rate at which alternative employment opportunities 
are provided for part of the rural population. But 
there is good reason to suppose that the existing 
systems of protection tend to encourage an undue self- 
sufficiency and a less economic level and pattern of 
output than might be secured, for any given level of 
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farm incomes, by better co-ordinated and more 
discriminating national support policies.* 


Examples of uneconomic patterns of production can 
be found in practically every country. Even generally 
low-cost producers such as Denmark and the Nether- 
lands, which suffer from direct or indirect restrictions 
on imports of their pig meat and dairy products in 
western Germany, the United Kingdom and other 
countries, themselves protect some non-competitive 
parts of their horticultural production; fruit and 
vegetable growers in most countries are protected to 
some extent against imports of these products from 
the low-cost producers in southern Europe; countries 
such as Switzerland grow, at high cost, wheat which 
could more economically be produced in France, but 
themselves suffer from restrictions against their fully 
competitive exports such as cheese. 


The Government of the United Kingdom has 
expressed the view that, since most of the countries 
concerned apply protective policies in the agricultural 
sector and do not contemplate establishing a free-trade 
regime for agricultural products, this sector should be 
completely excluded from the scope of the Free 
Trade Агеа.3? This seems to be a counsel of despair. 
The opportunity might rather be taken to benefit by 
the new interest in economic co-operation, and to 
attempt to deal with the basic difficulties of western 
European agriculture by measures designed not only 
to ensure an acceptable level of farmers’ incomes, but 
also to encourage increased productivity in agriculture 
and the greater inter-country specialization necessary 
to effect a gradual transformation of the pattern of 
output towards a more economic structure. 


Such information as exists on the plans of the 
Common Market for dealing with agriculture raises 
some doubts as to whether the measures contemplated 
will have this effect. The intention appears to be 
gradually to eliminate tariffs on inter-member trade 


51 For a full discussion of the problems involved, see European 
Agriculture—a Statement of Problems, ECE/FAO, Geneva, 1954. 


32 The United Kingdom memorandum to the OEEC on 
A European Free Trade Area (Cmd. 72) contains the following 
statement: 

“The United Kingdom and most other European countries 
protect their home agriculture by one means or another for 
well-known reasons, and will wish to continue to do so. 
The United Kingdom would not in the foreseeable future be 
prepared to remove protection in this field and to admit the 
free entry of foodstuffs as is intended for other products; 
nor would Her Majesty’s Government expect other countries 
to take such action. Indeed it appears to be the intention of 
the Messina Powers to institute a regulated market for agri- 
cultural produce, rather than a free market as is proposed 
for industrial products. Any special arrangements for agri- 
cultural produce, if restrictive in character, might clearly give 
rise to difficulty in securing international agreement. 

“For these reasons Her Majesty’s Government have 
throughout made clear their view that the products in question 
. . . must be excluded from the provisions of the Free Trade 
Area. Her Majesty’s Government’s proposal is accordingly 
for a European Industrial Free Trade Area defined in this 
sense, ame af 


in agricultural products, as on trade in industrial 
goods, and eventually to adopt a common tariff 
against non-members, though plans seem to be less 
firmly worked out than for industry. Common 
marketing arrangements, fixing of minimum prices 
and long-term contracts have been mentioned as 
instruments of a “ common ” policy for the agricul- 
tural sector. It seems to be contemplated that, at least 
for some time to come, national minimum prices may 
be fixed for some products, as a means of maintaining 
agricultural output and incomes, and that they may be 
made effective by means of import quotas applying to 
inter-member trade as well as to trade with the outside 
world. There is clearly a possibility that co-operation 
in policies of this kind may tend to have, as its main 
result, an increase in the effective preferences granted 
to producers within the Common Market as compared 
with those outside. 


To use either the fixing of minimum prices for certain 
products within member countries or long-term 
contracts at fixed prices as the main method of guaran- 
teeing reasonable incomes to the millions of uneco- 
nomically small farms within the Common Market 
would probably require prices to be fixed at a level 
which would give unreasonably high remuneration to 
the efficient farmers. Moreover, the support which 
would be required for such measures, in the form of 
restrictions on imports from outside the area, might 
result in protection against overseas supplies becoming 
more intense than it is today in certain of the member 
countries. This, of course, does not imply that no 
steps can be taken towards a closer integration of 
European agriculture before the uneconomically 
small farms can be eliminated or enlarged; but it 
implies that the first step towards integration should 
consist of changes in the form of support provided to 
agriculture, so that these marginal producers, instead 
of being supported by high sales prices for their 
products, obtain the support in ways that either reduce 
their costs or support their incomes by direct subsidies. 


It is clearly desirable that inside each country as 
much emphasis as possible should be placed on meas- 
ures which directly help to increase efficiency and to 
reduce production costs—examples are consolidation 
of scattered holdings and elimination or consolida- 
tion of uneconomically small farms, conversion of land 
from growing chronically surplus products to more 
economic uses, the reinforcement of agricultural 
extension services, subsidies and other measures to 
encourage the use of fertilizers, better-quality seeds or 
increased mechanization. Some of these measures are 
already an important element in the agricultural 
policies of a number of western European countries, 
and their further extension could help to bring cost 
levels in agriculture in different European countries 
closer to each other. 
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In countries where the fixing of national minimum 
prices for certain products is used as a method of 
support for farm incomes or output, imports can be 
allowed to come in freely so long as market prices in 
the importing country exceed the minimum. If these 
methods are not to be inconsistent with a gradual 
transformation of European agriculture to a more 
economic pattern certain conditions need to be satis- 
fied. These conditions would be (a) that imports were 
admitted on the same basis, so far as any quota 
restrictions were involved, from at least all partici- 
pating countries (and preferably from the world in 
general) and (5) that the minimum prices were 
gradually reduced so long as significant restrictions 
either on inter-member or external trade were necessary 
to maintain them. 


A similar but in some respects preferable method 
of giving a degree of support to farm incomes in 
general might be to fix, not minimum prices, but 
import quotas for several years ahead and with the 
amounts of imports admitted under the quotas 
steadily increasing year by year. Such an arrangement 
might, where necessary, be temporarily supplemented 
by a system of deficiency payments to bring actual 
receipts by farmers up to a level agreed to be adequate; 
but it could still provide a guidance to farmers in 
both exporting and importing countries to adapt their 
production in the direction desired. 


Whatever method of price support and import 
control is adopted, the aim should be so to adjust 
tariff or quota protection, or the minimum domestic 
prices, as to bring at least the relative prices of various 
agricultural products closer to the price relationships 
in the world market. This would encourage inter- 
national specialization in agricultural production, so 
that each country tended progressively to produce 
mainly those products for which it is best suited and 
to import the rest. In Sweden, attempts are already 
being made to institute a system of support which 
ensures that domestic prices at least follow the pattern 
of world market prices, even though at a higher level. ** 


The best hope of a practicable approach to a more 
economic pattern and level of western European 
agricultural output probably lies in the methods 
suggested above. To the extent that priority can be 
given to freeing trade in some products before others, 
it is clearly desirable in the interests of the development 


33 [п September 1956 a system came into operation which 
fixed for each major product a range within which domestic 
prices would be free to move. For each product an import levy 
was fixed equal, with few exceptions, to about 25 per cent of the 
import price then ruling and also equal to the difference between 
the mid-point and the limit of the fixed range for internal 
prices. When domestic prices threaten to fall below the lower 
limit of the price range import controls may come into opera- 
tion, and corrective measures may also be taken if they threaten 
to exceed the upper limit, , 


of the poorer regions of western Europe that special 
attention should be paid to the need for areas such as 
southern Italy, Greece, Turkey, Spain and Portugal 
to find markets for their agricultural exports. The 
provision of such markets in the more developed 
countries can be regarded—to some extent—as a 
substitute for the unilateral transfers of resources from 
the more prosperous to the poorer areas which will be 
necessary if the economic development of the latter 
is to be accelerated. 


Exchange Rates and Balance-of-Payments Equilibrium 


The problems of adjustment of the industrial 
structures of member countries of the Common 
Market and Free Trade Area which may arise have 
already been mentioned; and it has been suggested 
that these may involve the appearance of balance- 
of-payments difficulties—possibly accompanied by 
some unemployment—in certain member countries 
during the period of transition and adaptation to the 
new trading system. Such difficulties could result if 
the abolition of tariff barriers to inter-member trade 
increased the flow of imports into a particular country 
more than its exports. It would, in fact, be surprising 
if some such difficulties did not appear: in other words, 
it would be most remarkable if the pattern of exchange 
rates appropriate to the present tariff structure of 
western Europe proved to be appropriate also to the 
tariff structures of the Common Market and the Free 
Trade Area, even after such adjustment of relative 
labour costs as may result from “ harmonization ” 
measures. 


In fact, as has been pointed out in Chapter III, 
balance-of-payments problems already exist in western 
Europe, of which the French deficit and the persistent 
west German surplus are probably the most serious. 
The concession by the Common Market countries 
permitting France to retain, for the time being, the 
special regime of import taxes and reimbursement of 
fiscal charges and taxes on exports is clearly intended 
to postpone any need for adjusting the exchange value 
of the franc for some time, during which it may be 
hoped that other corrective measures will ease French 
balance-of-payments problems. The continuation 
unchanged of the present export subsidy/import tax 
system will not in itself contribute significantly to the 
solution of these problems. It has been suggested in 
Chapter Ш that a more discriminating use of these 
measures could help to deal with the immediate strains 
on the French balance of payments; but in the longer 
run it is desirable that the import tax should be 
gradually changed to a flat rate ad valorem tax on all 
imported goods and services and the export subsidy 
measures gradually transformed into flat rate ad 
valorem subsidies, equal in incidence to the import 
tax and applying to all exports of goods and services. 
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The agreement reached among the members of the 
Common Market for some “ harmonization ” of social 
charges on industry is presumably intended both to 
reduce the need for other measures to adjust disparities 
in relative price levels during the transition period, as 
well as to remove sources of longer-term distortion 
of the perfect competitive system. The measures 
which have been agreed may in- fact have the effect 
of easing, or at least preventing any intensification 
during the transition period, of the strains on balances 
of payments which are already a threat to the general 
stability of the western European economy; but 
otherwise the economic case for a continuous har- 
monization of policies of this kind as a permanent 
feature of the Common Market or the Free Trade 
Area, is more limited than is sometimes assumed. 


There are, of course, valid arguments in favour of 
some harmonization of social policies (for example, 
a closer approach to equality of provisions for sickness 
and unemployment benefits and for pension rights) 
in the interests of labour mobility. But the arguments 
most commonly advanced in favour of harmonization 
of social security charges on industry (including 
standardization of paid holidays and of normal 
working weeks and overtime supplements to normal 
wage rates, general acceptance of equal pay for men 
and women, etc.) suggest, inter alia, that differences 
in wage costs between countries attributable to these 
factors could interfere with the establishment of 
conditions of perfect competition within the Common 
Market. In fact, it is only when disparities exist in the 
incidence of charges of this kind (or other forms of 
internal taxation) on the costs of different industries 
within a country, and when these same inter-industry 
disparities do not exist elsewhere, that some harmoni- 
zation may be desirable as a means of eliminating 
significant distortions of competitive conditions. 
Internal charges which affect general factor cost levels, 
rather than the relative costs of the same factors to 
different industries in each country, can be satis- 
factorily compensated by the fixing of appropriate 
exchange rates. There is no apparent reason why if 
one country chooses, for reasons of social policy, to 
raise labour costs by a flat rate tax on employment 
(e.g., in the form of a certain level of social security 
contribution by employers) another country should 
be obliged to do the same, while a similar change in 
labour costs—in one country relatively to another 
—brought about by divergent movements of produc- 
tivity should be compensated, to the extent that this 
1$ necessary, by exchange rate adjustments.*4 


In the longer run, one of the effects of the Free Trade 
Area will be to increase the interdependence of the 


34 The main considerations to be borne in mind in this context 
are discussed in the report by a group of experts to the Inter- 
national Labour Organisation—Social Aspects of European 
Economic Co-operation, Geneva, 1956, Chapters Ш and IV. 


economies of member countries and possibly, in at 
least some cases, to increase the total share of inter- 
national trade in their economies. In these circum- 
stances, there clearly needs to be close consultation 
on the development of economic trends in the various 
countries and on their individual economic policies. 
It will be particularly important to ensure that such 
balance-of-payments difficulties as do occur during the 
transition period, despite the best efforts of all coun- 
tries to pursue policies to expand output steadily and 
without inflation, should be cured by means which 
do not prevent a continuing expansion of over-all 
output in each country. In a period when some 
countries may be facing structural employment 
problems directly linked with an adverse change in 
their balances of payments, any tendency to force 
them to correct such deficits by deflationary measures 
could set up unbearable strains. 


The negotiations seem already to have brought 
agreement that, in the event of balance-of-payments 
difficulties occurring during the transition period, 
member countries of either the Common Market or 
the Free Trade Area can temporarily reimpose 
quantitative restrictions on imports from other mem- 
bers as well as on imports from the outside world. 
It is not yet clear whether or not a similar recourse is 
to be available after the end of the transition period, 
but some such leeway would be reasonable. A resort 
to import restriction for strictly limited periods would 
scarcely reduce to any significant extent the potential 
benefits to be gained from the freeing of inter-member 
trade from all restrictions; no thoroughly uneconomic 
industry in any country is going to be set up, or to 
be preserved, as a result of the spasmodic and unpre- 
dictable protection given by occasional imposition of 
quotas in times of balance-of-payments difficulties. 


Recourse to import restrictions would, however, 
need to be sharply limited in time and scale, provided 
that the alternative is not the adoption of still less 
desirable measures of deflation or of excessive exchange 
fluctuation. It may be doubted whether the reserves 
and credit facilities at present available to western 
European countries are adequate to cushion the 
fluctuations which may be produced during the period 
of adaptation to the new tariff structures. Arrange- 
ments might therefore be considered to ensure that 
facilities of this kind are available readily and on a 
sufficient scale, so that no country need be forced into 
premature resort to restrictive measures. Given the 
special factors affecting trade in the transitional period, 
a rapid and correct diagnosis of the causes of diffi- 


culties and of their appropriate cures may not always 
be easy. 


The OEEC Working Party points out that “ tem- 
porary derogations from the rules cannot in themselves 
constitute a remedy for difficulties; they merely provide 
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a form of transitory protection under cover of which 
the country in question must, with the help of its 
partners in appropriate cases, make the necessary 
adjustments to enable it again fully to carry out the 
common obligations ”. 35 


Some of the help to be provided would doubtless 
take the form of short-term credit. In dealing with 
a fundamental lack of balance in international pay- 
ments, however, surplus countries as well as deficit 
countries may have to be prepared to contribute, as 


35 ОБЕС Working Party report, op. си. р. 15. 


appropriate, to any necessary adjustment of relative 
exchange rates. Whether or not any formal rules to 
this effect are established, either by the countries of 
the Common Market or by those of the Free Trade 
Area, some understanding seems to be required that 
persistent deficit countries will be willing to deflate if 
excess demand appears to be responsible for their 
deficits, or to devalue if their troubles appear to be 
due to cost inflation, and that persistent surplus coun- 
tries will be equally willing at least to keep up a steady 
rate of economic expansion and also to make some 
contribution to necessary exchange rate adjustments. 
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Chapter 5 


COSTS AND EFFICIENCY OF RAIL AND ROAD TRANSPORT 


1. STRUCTURAL CHANGES IN TRANSPORT 


Owing to its early industrialization and its high 
population density, most of Europe is equipped with 
an intricately developed railway network. Moreover, 
many of its cities and industrial regions are served 
by internal waterways or by coastal and ocean 
shipping. 

In other continents the newer means of transport 
are generally welcome supplements to insufficiently 
developed rail and water transport systems, permitting 
the improvement of facilities with much smaller 
investments than would otherwise be required. In 
Europe, by contrast, the development of road and air 
transport is not always hailed as an unmixed blessing. 
Sometimes these services are regarded as undesirable 
luxuries requiring big new investments while under- 
mining the financial position of the traditional means 
of transport and the economic advantages of the well- 
established railway tariff pattern. Certainly the co- 
ordination of the new and the old in the most economic 
manner presents complex issues. 


The problem is, however, of still more fundamental 
importance. The state of development of transport 
networks and facilities and the structure and level of 
transport tariffs are more than a matter of convenience 
for the population and a significant element in pro- 
duction costs. These factors also exert important 
influences on the location of economic activities and 
thereby influence the relative degree of concentration 
or spread of the population over the territory. 
Transport policy thus cannot avoid having a major 
influence, whether consciously exercised or not, on 
the future life and culture of the whole population. 


The places where people live and work in Europe 
have been largely determined by developments in the 
nineteenth century, when railways, rivers and canals 
were almost the sole carriers of goods and passengers 
in inland transport, and when modern telecommunica- 
tions did not exist. At that time, the big towns where 
several important railway lines met and personal 
communication between business men was easy pro- 
vided by far the most favourable locations for large- 
scale undertakings, especially when serviced also by 
maritime or inland water transport. Other factors, 
such as access to skilled labour and interdependence 


of industries, also worked in favour of concentration. 
The establishment of industry and commerce in these 
towns drew population to them, and the higher level 
of activity and widening markets attracted, in turn, 
still more industries and commercial firms in a cumu- 
lative process of concentration of population and 
economic activity. 


More recent developments in transport and com- 
munications have made the concentration of economic 
activity in a few large towns less necessary. Modern 
telecommunications and motor vehicles facilitate 
personal contacts between business men, and road 
motor traffic makes the location of enterprises and 
population less dependent on railway or waterway 
facilities. A road transport system is more adaptable 
than the railways to varying degrees of traffic density: 
this flexibility is derived from the smaller size of 
transport units, and from the ramification of the net- 
work, as well as from the quality and capacity of the 
roads and the size of terminal stations. A road 
transport system can thus be spread evenly over the 
territory of a country at relatively small cost as 
compared with that of providing equivalent rail 
facilities. In fact, the whole of north-western Europe 
has already reached the stage where nearly every 
corner of the territory is accessible to lorries and 
passenger cars on all-weather roads. 


The development of new means of transport and 
communications has changed, and will continue to 
change, the general way of life, and has thereby 
influenced what has been called the psychic income 
associated with living in different localities. Hitherto, 
particular parts of any territory—often the least 
attractive ones—offered such compelling economic 
advantages that non-economic factors had to be 
disregarded in the choice of location. This will 
remain true for very heavy industries such as steel- 
making and a few others. But for the great majority 
of industrial as well as commercial undertakings, even 
though operating on a large scale, the purely economic 
advantages of the old centres will be reduced so that 
there will be a greater inclination to take into conside- 
ration the social and personal disadvantages of 
excessive concentration. 
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Moreover, the immense difficulties in the way of 
utilizing the new means of conveyance in areas already 
densely built up provide a strong economic incentive 
to decentralization. Practical and economic as they 
are in more thinly populated areas, the efficiency of 
motor-cars and lorries is greatly reduced in big, over- 
crowded agglomerations. The rapid increase in recent 
years in the number of passenger cars in western 
Europe has given these problems of urban congestion 
a prominent place in discussions about investment 
needs. The big cities in western Europe have no choice 
but to make huge investments both in the centres and 
in the access ways to them, unless the use of private 
cars in the main business quarters were to be practi- 
cally prohibited. At the same time, great difficulties 
have arisen in providing adequate road transport 
facilities near and between the big centres, as com- 
mercial and private traffic has become too dense to 
be carried smoothly on roads of the usual type. 
Furthermore, the development of inter-city air traffic 
is severely handicapped at present because the time 
saved in the air tends to be offset by the time lost in 
commuting to and from the airports. 


In the United States, where road transport is much 
more developed, the decentralizing influence of the 
automobile age has already begun to make itself felt. 
There is a clear tendency for large-scale industries to 
move away from the big towns and to set up in less 
congested regions, and a tendency for large firms to 
break up their production into several independent 
branches or stages, often located far from each other. 
Extensive shopping facilities have also been built up 
in suburban areas where space is available for parking 
motor vehicles. 


The following discussion is centred on the problems 
connected with the rapid rise of goods transport by 
road, in particular, and the difficulties of co-ordinating 
road and rail transport of merchandise. It is necessary 
to emphasize, however, that the problems of passenger 
transport and urban congestion are at least equally 
important. All decisions about goods transport, 
therefore, need to be judged in the light of their effects 
in enhancing either centrifugal or centripetal forces. 
Since concentration of industry necessarily implies 
concentration of population, the problems posed by 
passenger transport and by the further economic and 
non-economic effects of such concentration must 
necessarily be taken into account when policies for 
goods transport are laid down. 


This does not mean that present and future transport 
problems of, say, Paris, London and Moscow can 
be solved simply by policies designed to induce 
industries to move to other regions in the country. 
Where concentration has gone as far as it has in these 
cities, no alternative exists to costly investments to 
make room for the movement and parking of motor 


vehicles. But through a policy of economic decentra- 
lization it should be possible at least to reduce indus- 
trial employment in these places to such an extent 
that further population growth can be avoided despite 
the expansion of service activities which is bound to 
accompany rising living standards. It is important 
that at least this modest goal should be reached; 
otherwise the additional costly investments now 
required will have to be followed eventually by further 
expensive changes to provide for the traffic needs of an 
increasing population. Moreover, a transport policy 
aimed at industrial decentralization may prevent other 
towns from growing to the point at which the problem 
of traffic congestion becomes intractable. 

The less industrialized countries of eastern and 
southern Europe should be able to exercise a wider 
choice in the location of new industries than the highly 
developed countries, where most industrial invest- 
ments are made by existing industrial establishments. 
By relying at an early stage of their development on 
the opportunities offered by the new means of trans- 
port for opening up hitherto under-developed regions, 
these countries have the possibility of avoiding over- 
investment in railway lines and the evils of excessive 
concentration which, in western Europe, were the 
necessary concomitants of its earlier industrialization 
in the railway age. It is thus particularly urgent in 
eastern and southern Europe to define a long-term 
transport policy which co-ordinates investments in 
road, rail and waterways so as to promote, in conjunc- 
tion with other policies, a desirable geographical 
pattern of industry. 


Contrasting Patterns in Eastern and Western Europe 


Over the last quarter of a century the total volume 
of goods transport in Europe (in terms of ton-kilo- 
metres) by all means of inland transport has increased 
about three and a half times (Table 1). As could be 
expected, the rate of growth has varied widely between 
regions and between different means of transport. 
The largest increase has been in the USSR, where the 
volume of inland goods transport grew sixfold 
between 1930 and 1954, and reached a total almost 
twice as great as in the rest of Europe combined. This 
growth reflected the rapid expansion of commodity 
output—particularly heavy goods—the spread of 
economic activity to the vast eastern regions of the 
country and other factors such as the wide geographic 
dispersal of coal and iron ore deposits. By contrast, 
the volume of goods transport in France, western 
Germany and the United Kingdom, which were the 
major industrialized countries in Europe in 1930, 
expanded relatively slowly, the increase amounting 
to about two-thirds of the total volume in 1930. 
In these countries the volume of transport of indus- 
trial goods increased less than industrial output, 
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TABLE 1 


Pattern of inland transport in Europe 
at EO) DPN wr Sant 


Goops TRANSPORT 
ee ee ee ei ar el 


PASSENGER TRANSPORT 


: Passen- 
Rail Road Water? Total Rail Road Water2 Total Rail Buses ger Total 
cars В 
Billions of ton-km. in 1954 Percentage share of total traffic in 1954 
United Kingdom, 
France and western 
Germany ei Ae > 121 80 34 235 52 34 14 100 725 15 60 100 
Other western and sou- 
thern Europe... ; 68 50 20 138 49 36 15 100 40 15 45 100 
Eastern Europe 126 i 7 140 90 5 5) 100 
Soviet Union ЗАРИ 90 4 6 10 a i ie 
ое. и: 72 175 123 1 470 80 12 8 100 45 15 40 100 


Index numbers—1930=1 


United Kingdom, 
France and western 


А Во =. <2). 162 5-6 1.4 ed 
Other western and sou- 

тега. Europe: ... ibs. 10-12 1.1 2.0 
Eastern Europe 2.5 7-8 1.1 2.4 
Soviet Union 6.8  оуег 100 1.9 6.0 

О stones 3.6 8—9 1S 3.5 


Percentage share of total Index numbers—1930=1 


traffic in 1930 


15 10 15 100 1.1 1.5-2.0 3.54.0 2.0 
5 25 100 2.2  2.5-3.0 6.0-6.5 ~ 3.0 
89 1 10 100 
a 20 100 3.0 5.0-6.0 355) 
5 20 100 1.9 2.0-2.5 4.5-5.0 2.5 


Norte. — Traffic by air and by animal-drawn vehicles is excluded from 
the figures for total transport. Most of the figures for road transport in the 
table are crude estimates, particularly those for passenger transport. The 
estimates of passenger travel exclude urban travel as far as possible. The 
estimates are based on the assumption of an average annual performance per 
vehicle of 20,000 passenger-kilometres for passenger cars in 1954 and 15,000 


because an increasing share of output consisted of 
goods which were highly elaborated and therefore 
valuable in relation to their weight. In the rest of 
Europe the rate of expansion in the volume of inland 
transport of goods was somewhat more rapid than in 
the major western European countries, but much less 
rapid than in the Soviet Union. 

The differences in the extent to which various means 
of transport shared in the increase in the total volume 
of inland transport of goods were very pronounced. 
Over 90 per cent of the big rise in the volume of goods 
transport in the Soviet Union and eastern Europe was 
borne by the railways, while in western Europe lorries 
have accounted for two-thirds of the addition to 
freight traffic since 1930. Thus, in the east, the old 
pattern of transport in which railways were the pre- 
dominant carriers was maintained, while in the west 
the railways accounted by 1954 for only half, and 
road transport for more than one-third, of total 
inland transport of goods. 

Table 1 is based on very inadequate data, parti- 
cularly for passenger transport. But it is at least clear 
that the changes in the pattern were broadly similar 


passenger-kilometres in 1930, and for all types of motor-cycles 7,000 passenger- 
kilometres in both years. For further details, see Appendix B. 


a Excluding coastal shipping. 
6 Including motor-cycles. 


to those in freight transport. Road transport accounts 
for nearly the whole of the increase in passenger trans- 
port in many western European countries, while in the 
Soviet Union and eastern Europe transport by rail 
increased at nearly the same rate as total passenger 
transport. Cars and buses together now account for 
a much larger share of passenger travel in western 
Europe than the railways, while in the east railways 
remain the main carrier for the transport of passengers 
as well as for the transport of goods. 


As a result of these divergent changes, western and 
eastern European governments are now faced. with 
pointedly different transport problems. In the east, 
the railways are under very severe strain owing to the 
emphasis on the development of heavy industries, 
together with the lagging behind of water transport 
and the small importance assigned to road transport 
of which the insufficient development of the road 
network is one manifestation. In the following sec- 
tions, particular attention will therefore be devoted 
to the manner in which the heavy demands on rail 
transport in the eastern European countries have 
been met. 


Page 4 — Chapter У 


In western Europe the established traffic pattern 
has been altered. Railways in most countries have had 
to face widespread competition from road transport, 
which affected particularly high-revenue traffic. The 
following analysis, as far as it relates to western Europe, 
is largely concerned with the manner in which this 
adjustment has proceeded. 


The Role of Long-distance Road Transport 


Since the ’thirties, the problem of competition 
between rail and road has been keenly discussed; but, 
for lack of basic information, the discussion has usually 
remained on a general level. Even such data as the 
volume of transport, which have been available for 
railways over a number of years, have been lacking 
for road transport. This was natural as long as road 
transport was a newcomer; but even now reasonably 
detailed information on road transport in western 
Europe is limited to a few countries and consists of 
sample surveys usually covering only one week. 
Extrapolations of the results of the sample surveys 
are shown in Table 2, together with national estimates 
for a number of eastern European countries and for the 
Soviet Union. 


The table suggests that in Italy and Denmark 
approximately two-thirds of the total volume of inland 
transport of goods (measured in ton-kilometres) is 


TABLE 2 


Estimated volume of goods transport by road in 1954 


Ton-kilometres 


Average 
Country а Billions Percentage Ton-km. haul 
of of total _. per in km 
ton-km, inland inhabitant 
transport 
Italy meme ere are т 26.7 67 560 88 
Denmark’ omens. eee 2.6 64 с 600 20 
United Kingdom4d . 33.2 38 с 670 34 
Егаосбик ая сев 21.5 31 500 25 
Western Germany 5 8%) 27 510 38 
INOTWay icant 0 0.8 27 с 240 10 
inland Coenen 15 27 360 19 
Swedentes ЧА м 4.0 25 с 555 16 
Eastern Germany. .. 2.9 11 160 19 
Hungaryarens baste: 0.8 8 85 15 
Bulgariaae., Ast. 0.2 6 Sil 28 
Soviet Union .... SES) 4 195 11 
Czechoslovakiae . . . 1.0 3 75 14 
Ро mre ae ae 1.2 2, 45 18 


Sources and methods : See Appendix В. 
а In descending order of road transport as a share of total transport. 
Ь Estimate based on the most recent sample surveys available. 
С Total inland transport includes estimates for coastal shipping. 
d Excluding Northern Ireland. 
€ State road transport corporations only. 


carried by road. This proportion is nearly 40 per cent 
in the United Kingdom, and varies from one-fourth 
to one-third in the other western countries. In eastern 
Europe, the Soviet Union, Yugoslavia and Turkey, 
on the other hand, road transport is still in its infancy. 


In western Europe about half the volume of goods 
transport by road is carried by enterprises specializing 
in the provision of transport services, while the other 
half is transport on own account (52 per cent in France, 
55 per cent in the United Kingdom and 48 per cent in 
western Germany). In terms of tons loaded, local and 
short-distance traffic is the major part of road trans- 
рог! and particularly of traffic on own account. 
This has created the impression that road transport is 
inherently a carrier for short distances. The data 
available for medium and long-distance road transport 
of goods in the United Kingdom, western Germany, 
France and Italy indicate, however, that this im- 


pression is far from reality. 


Transport’ 
by heavy 
lorries В 


Medium- and long-distance 
road transport а 


Western 
Germany 


United 
Kingdom с 


1952 1954 1954 1954 


France Italy 


Volume in billions of ton-km 13 13 13 18 
Volume as percentage of 

total road transport .. 42 59 oy. 65 
Volume as percentage of 

total rail transport . . . 35 32 30 136 


Average haul in kilometres 134 127 232 137 
Average railway haul 
In kilometres (all distances) 126 246 189 263 


Sources: See Appendix В. 


@ All traffic with a haul exceeding 49 km. in France and 40 miles in the United 
Kingdom; and, in western Germany, all traffic beyond a distance of 50 km. 
from the place where the vehicle is stationed. 


Ь All transport (including short-distance transport) by lorries with a carrying 
capacity of over 5 tons. 


с Excluding Northern Ireland. 


The comparison is made somewhat difficult by the 
lack of a uniform definition of long-distance road 
transport in these countries. From the information 
available on the average haul of medium and long- 
distance road transport, which in the United Kingdom 
and western Germany is higher than the average haul 
for the railways over all distances, it is clear that road 
transport has become a very important carrier for 
long-distance transport. The information about the 
volume of, and the average haul for, transport by 
heavy lorries in Italy seems to indicate that medium 
and long-distance goods transport by road is of still 
greater importance in this country. 


While fairly comprehensive data on the nature of 
commodities carried by rail or by inland waterway 
transport are available, such information concerning 
road transport is relatively scarce, particularly with 
regard to goods transported over medium or long 


i 90 per cent in western Germany, 89 per cent in the United 
Kingdom and 87 per cent in France. 


distances. Moreover, such data as are available 
do not distinguish between goods carried by one means 
of transport only and goods carried successively by 
two or more means of transport. Tables 3 to 5 show, 
however, that road transport and rail transport cater 
for rather different groups of commodities. 


Heavy products usually carried in bulk—fuel, ores, 
metals and building materials—dominate completely 
in rail transport, where they account for between 60 
and 90 per cent of total traffic in nearly all countries. 
A large amount of building materials passes, never- 
theless, by road: in France, for instance, the number 
of tons loaded for transport by road (even excluding 
short hauls) is much larger than that transported by 
rail. None of the other heavy products, apart from 
iron ore, is wholly absent from long-distance road 
transport; in the United Kingdom and western Ger- 
many the amount of coal carried by road in compe- 
tition with the railways (e.g., from mines to users 
which have railway sidings) is far from negligible. 
However, in all countries the share of lighter goods, 
particularly food and agricultural products, is much 
larger in road than in rail transport. Building materials 
and food and agricultural products taken together 
seem usually to account for from half to two-thirds 
of all transport by road. 

The predominance of building materials and food 
and agricultural products in road transport even over 
long distances is due to the specific transport service 
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needed for these commodities. The origin and espe- 
cially the destination of building materials are rarely 
at railway sidings, and road transport offers the 
opportunity of avoiding costly trans-shipments. In the 
case of food and agricultural products, wastage and 
deterioration in trans-shipments and other delays 
can be avoided by using road transport. For many 
other highly valued or breakable goods also the speed 
and the economy achieved by avoiding trans-shipments 
give lorries a marked advantage over the railways— 
an advantage further increased by the fact that railway 
rates, when based on the ad valorem system, are parti- 
cularly high for such goods in relation to their weight. 


Changes in Transport by Rail 


Where major inland waterways or possibilities for 
coastal shipping exist, they are, and have always been, 
a much cheaper carrier of the bulky products—fuel, 
ores and building materials—than are the railways. 
In those parts of Europe which are well equipped 
with waterways, railways therefore tend to be squeezed 
between two competitors: inland waterways carry a 
very large share of the bulky products, while road 
transport is a fierce competitor for the other commodity 
groups, particularly where door-to-door transport 
without trans-shipment is advantageous. 


The differences in commodity composition can 
largely explain why road transport has become more 


TABLE 3 
Commodity composition of road transport 


Each commodity group as a percentage of total transport by road 
_ Se GO a eee ee ee ee 


Building Chemicals 
Metals На Food and Е Paper Other Total 
Fuel and metal И andieg and pulp products 
Transport over all distances 
France, 2/44). ton-km. 1952... 10 4 22 35 4 ; Hh ie 
Switzerland . . ton-km. 19514... bes 76 43 27 8 ss ны 
Denmark . . . . tons 1953.4 6 26 40 26 7 3 Pe 
Bulgaria ... . tons Од 20 35 46 9 
Medium- and long-distance transport с 
расе (eto. = tons 19540404. 4 5 30 35 3 fi т tee 
Western Germany ton-km. 1954 ... 5 18 31 21 4 
Long-distance transport 4 
France:. fess ton-km. 1954... le ts 12 14f i : He a 
Switzerland . . . ton-km. 19514. . . xe 105 17 42 a rae 
Norway ton-km. 1954... Зе 13 8 34 22 


Sources : See Appendix В. 
а For June only. 
b Excluding metal products. 
с In France, all traffic with a haul exceeding 49 km.; in western Germany, all 
traffic beyond a distance of 50 km. from the place where the vehicle is 
stationed. 


d All traffic with a haul of 150 km. and over. 


е Coal only. > 
f Wines, spirits, groceries and general provisions. 
g Including all minerals. 
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TABLE 4 


Commodity composition of railway transport in 1954 


Each commodity group as a percentage of total transport by rail 
Figures in italics are based on ton-kilometres, others on tonnages loaded 


a a ER tHe Biel lt ieee Ee 
Building Total of groups 1-3 Food and Chemicals 


Fuel Oresvandamematerials| see = eee Ва оС including Other 
Country а Е. пе{а8 5  шсошатв tural ferti- products 
timber Tons Ton-km products lizers 
loaded : 
1 2 3 4 5 6 
Ва И ма 35 39 15 90 89 4 6 i 
Wniteds Kingdon. в 47 е ЕЛИ ry 83 70 ма 9 ых 
Зое и Fier & 38 13 20 76 71 6 sit ops 
оао ay pein 44 8 21 76 73 3 2$ Zz, 
Western Germany ..... 47 ig 11 75 % 6 8 11 
VAS ENT Ener cn ал о Sh Sees 31 12 22 75 65 9 2% 26 
INetieriands* seas ба 58 5 8 71 = 12 38 14 
Prancetyy gs, мены 26 23 12 70 61 16 Е 16 
о О if 36 18 69 61 10 5 24 № 
ВАНА оне 38 8 18 69 64 16 1 19 
а ое 6 9 38 53 ве 15 6 264 
Аа the As Gee ees. ig 25 10 15 50 =f 5 48 41 
Denmarky зле еек are 10 2 15 27 ae 24 8 41 
Scurces : See Appendix В. d Excluding Northern Ireland. 
а In descending order of total for groups 1-3. е Excluding oil. 
Ь Metal products for Belgium, Poland, Yugoslavia, the Netherlands, France, Ff All minerals. 
Finland and Austria included in group 2; for other countries in group 6. & Fertilizers only. 
с Excluding less than wagon-load traffic. h Of which paper and pulp for Sweden 11; for Finland 13. 
TABLE 5 


Commodity composition of inland transport in France and Western Germany in 1954 


Percentages 


Tonnages loaded of all commodities = 100 


FRANCE WESTERN GERMANY 
Commodity group 


Road а Rail Water Total Road 2 Rail Water Total 


Buelwexcluding fuelwoods ws ss) cla: 1 16 6 23 1 28 10 39 
Ores, metals and metal products. .... 2 15 1 18 2 10 5 17 
Building materials, including timber. . . 9 6 6 21 5 7 6 18 
Food and agricultural products. ..... 11 5 2 18 3 4 1 8 
Chemicals and fertilizers ........ 11 3 — 4 1 4 2 5/ 
Other у Е о ОВ В ло о mee Meee 7 8 1 16 2 7 2 11 
Totali(tonssoaded) о meena 31 53 16 100 14 60 26 100 
Total (ton-kilometres) ....... 20 67 13 100 16 53 31 100 
eee ees 
Sources : See Appendix В. @ Medium- and long-distance transport only. 
Nore. — Total of tons loaded contains some duplication due to trans-ship- 6 For France, fertilizers only. 


ments between various means of transport. 


о eee ee A 


TABLE 6 
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Changes in goods transport by rail and inland waterways, 1930 to 1954 
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1930 to 1950 1950 to 1954 1954 
Country ¢ Tons Average Tons avers Tons Average 
idaded haul Ton-km loaded baal Ton-km | loaded per haul in 
inhabitant km 
Percentage increase Number 
Railways 
Turkey = iia ce ier НА 306 38 463 49 72 Se) 0.5 349 
Soviet Union Yc? ae en 294 21 377 36 8 42 5.8 757 
Bulgaria РУБ =i 4 259 11 299 63 _9 49 3.1 168 
о ЕЕ О ПИ 181 6 199 —5 1 —4 2.3 225 
А рр a tia lias 117 —12 91 56 —12 37 8.3 217 
Rumania Detain ately wives. Howes 87 19 121 58 3.0 ah 
С er A РИО 65 30 114 13 6 20 4.3 229 
И ее, 37 49 103 —2 9 7 5.6 230 
Зоо аГу о ое 33 43 92 55 —2 50 6.5 129 
irelandian a. & ет 21 —15 4 —11 №2 118 
ЕАО о 4c os) eae 18 24 47 14 —6 5 6.0 147 
ТЕНИ ре о ое ое 16 58 85 5 —7 —2 4.0 96 
Denmark и ns See —1 73 71 —12 13 — 1.6 172 
Spain ese eee т. а. 9 —4 5 0.9 263 
РОЗН ПВ. оО: 12 17 32 0.4 187 
(Czechoslovakia. и “6 x Be 72 с 16¢ 44 с 9.2 222 
Paster Germany 4.273". *. 49 3 54 10.6 121 
Swytzeriandmieyes 25 Seige. —3 4 1 18 10 29 4.7 125 
Western Germany ..... —6 38 30 14 —2 12 4.7 189 
Metherlands a. lacs «hs il mee —7 18 —6 12 2.4 142 
United Kingdom¢? ..... —9 36 24 2: —2 — 6.2 117 
talyemy Эно паке мал —26 27 —7 20 —3 18 1.0 263 
О aaa a И ld seks) hee —31 33 —9 67 42 137 0.2 179 
о о о се с ues —18 15 2 17 48.0 34 
range: @rAy дни —34 40 —7 12 —4 7 3.9 246 
Ва а оон —36 —1 —37 2 2 4 7.1 92 
Inland waterways 

Soviet Union ад ори. 45 —6 36 40 —2 37 0.7 487 
НЕЕ О, Зе а bea) ce 36 —19 11 11 37 52 0.3 337 
Рос са 120е ap 336 —63 60 0.2 118 
ПОРУ ows scien cyte) Fo sk ws ae ag 64 3 68 0.2 503 
PRUStUIC es Oe И. —36 79 41 151 0.4 169 
‘Czechoslovakia ее не 122 с —10с 100 с 0.2 600 
Eastern Germany ..... 5 ae me 16 —5 10 0.6 150 
Western Germany ..... a в 1 52 —2 50 22-7) 229 
Netherlands’ зави. не a Se we 25 6 32 9.1 139 
Rane el side ech Gade oye —20 16 —7 24 —1 23 1.2 157 
CIO IUE оз Бе re ig 24 41 —3 37 5.8 81 


а Arranged аз far as possible according to the changes in tonnages loaded 
from 1930 to 1950. 

b The relatively high tonnage per inhabitant and the relatively low average 
length of haul are due to the heavy iron-ore traffic (transit of Swedish iron 
ore for shipment to Narvik) over the Ofoten railway (42 km. in Norwegian 
territory). The exclusion of this traffic, which amounted to 8.3 million tons 
in 1954, would reduce the tons per inhabitant to 1.5 and raise the average 
length of haul to 202 km. 


с Changes from 1948 to 1954. 
Я Excluding Northern Ireland. 
е 1931 to 1950. 


Sources : International Railway Statistics, Paris, and nationa| statistics. 


Note. — Figures for 1930 relate to pre-war territory, except for the 
Soviet Union where they include the Baltic States. Private railway systems are 
included where important, except for Greece and Spain where the figures 
relate to national railway systems only. When the data cover more than one 
railway system in a country, an estimate is made of tons loaded to exclude 
duplication. In all cases the length of haul refers to distances covered within 
the territory of the country, except for Czechoslovakia and Hungary, where 
the figures for inland waterways refer to Czechoslovak and Hungarian com- 
panies respectively. 
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important than rail transport in countries such as 
Denmark and Italy, where coal, ores and metals are 
produced in small or insignificant quantities. They also 
help to explain the changes between 1930 and 1954 
in the volume of total goods transport carried by 
rail in various European countries. 


From 1930 to 1954 the volume of freight loaded on 
railways increased very sharply in the Soviet Union, 
the eastern European countries, Turkey, Yugoslavia 
and some of the Scandinavian countries (Table 6). 
In all these countries there was a rapid rise in the 
output of basic commodities, an increasing urbaniza- 
tion and a geographical spread of economic activities— 
all reflected in the opening up of new centres and in the 
expansion of the railway network. In most of these 
countries, moreover, the share of roads and waterways 
in total transport remained relatively small. 


In all the highly industrialized western European 
countries, and in some southern European countries, 


2. MAIN FEATURES OF 


It has been shown in the previous section that the 
emergence of road transport as a major carrier of 
goods and passengers has altered the older pattern 
of transport in western and southern European coun- 
tries, while in eastern Europe and the Soviet Union 
the volume of railway transport has continued to 
increase rapidly. The manner in which these changes 
are reflected in current investment policy is now to be 
examined. 


Broadly speaking, the share of gross national pro- 
duct devoted to gross investment in transport and 
communications in recent years has been about 
5 per cent in western European countries, if all pur- 
chases of passenger cars are included, and about 
ЗИ per cent if they are all excluded.2 In western 
Europe, the Scandinavian countries and the Nether- 
lands had the highest, and the United Kingdom the 
lowest, level of investment in transport (Table 7). 
Investment was also low in the southern European 
countries, apart from Yugoslavia. 


* Gross investment covers new investment and renewals, but 
not repairs and maintenance. In most national accounting 
systems, only expenditure on the purchase of passenger cars on 
business account is included in the totals for gross fixed invest- 
ment. However, for the purpose of this study, it was found more 
convenient to include all purchases of passenger cars (motor- 
cycles, on the other hand, are excluded). In most European 
countries, passenger cars are an important means of travel, 
accounting for a greater volume of passenger transport than do 
the railways. To exclude a large part of them in an analysis of 
transport problems would distort the picture of investment in 
transport. Besides, the criteria for distinguishing between cars 
for business and those for private use vary from country to 
country. 


the tonnages loaded on railways in 1950 were lower 
than they had been in 1930. This was due partly to 
the small expansion between those two years in the 
output of coal and ores, which dominate in rail 
transport, and partly to the transfer of short-distance 
traffic from rail to road. As a result the average haul 
of railway transport became much longer, and the 
volume of traffic in terms of ton-kilometres increased 
in some countries and in others fell much less than the 
tonnage loaded on railways. 

By contrast, railway transport both in tonnages 
loaded and in ton-kilometres reached much higher 
levels in 1954 than in 1950 in all the countries belonging 
to the European Coal and Steel Community. This, 
however, reflected partly the big increase in steel pro- 
duction in that period and partly the opening in 1953 
of the common market in coal, steel and steel-making 
raw materials. The lifting of trade restrictions for 
these products had a still greater influence on the 
volume of transport by inland water. 


INVESTMENT POLICY 


The statistical gaps as well as the conceptual diffe- 
rences in the definitions of income and investment 
make it somewhat difficult to compare levels of trans- 
port investment in western and eastern European 
countries.? Nevertheless, it may be suggested that 
in most of eastern Europe gross investment in 
transport and communications is at roughly the 
same level in relation to national product as in 
southern Europe and lower than in most of western 
Europe. 


The level of transport investment in the east reflects 
to a large extent the low priority given to road trans- 
port. In eastern Europe and the Soviet Union invest- 
ment in road transport appears to be insignificant, so 
far as can be judged from the very scanty information 
—mostly in physical terms—that is available. By 
contrast, in western European countries investment 
in road transport amounts to three to ten times that 
in railways, if passenger cars are included, and remains 
much larger even when they are excluded. 


Railway investment, on the other hand, seems to be 
higher as a share of national product in eastern 
Europe and the Soviet Union than in most other 
European countries. A similar pattern is found in 
Yugoslavia, which over the last six years has invested 
in railways more than 3 per cent of its gross national 
product and 60 per cent of its total transport invest- 
ment. In the Soviet Union nearly 60 per cent of total 
investment in transport and communications is 
accounted for by railways, while this proportion was 


* For a discussion of the conceptual problems, see Economic 
Survey of Europe in 1955, pp. 198-200. See also note to Table 7. 
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TABLE 7 


Gross fixed investment in transport and communications by main sectors 


Road Total transport 
Sea- Other МЕ 
. transport ; d t 
Railways а О ng scum transport а. 
passenger а and com- Including Excluding Including 
cars 5 munications passenger passenger passenger 
cars cars | cars 
Country а Period 
Gross investment as a percentage of: 
Total 
Gross national product gross 
investment 
Могуау чи а. в 1952 to 1954 0.9 2.6 4.9 0.9 9.3 8.4 31 
БИЧ И a ee 1950 to 1952 0.5 me aks Ae ne a au 
1953 to 1955 0.7 4.3 1.0 1.0 7.0 4.6 32 
Luxembourg... 1950 to 1952 То 2.9 — 0.5 4.6 3.3 23 
1953 to 1955 1.4 ЗЯ — 1.5 6.6 5.0 28 
ОЕ ово 1954 to 1955 0.7 с 353 2 Ты 6.3 4.9 28 
нимапайес оо, В. 1953 to 1955 1.0 3.6 0.6 0.6 5.8 5.1 23 
Упеозама et =n: 1952 to 1953 32 0.9 0.6 0.5 52 В 17 
1954 to 1955 32 1.0 0.9 0.5 5.6 on 17 
Denmarky. . ме... 1950 to 1952 0.3 1.7 0.6 0.8 3.4 PX) 19 
1953 to 1955 0.3 3.4 1.0 0.7 5.4 35 28 
Irelands: <2. 288 . 1950 to 1952 0.6 3.2 0.1 0.64 4.4 3.0 
1953 to 1954 0.7 3a 0.2 0.64 ee 3.6 ae 
Ана | vo ва. 1950 to 1952 1.2 1.8 — 0.44 3.4 3.0 17 
1953 to 1955 1.3 32 — 0.6 4 5.1 3.9 22 
Western Germany. . . 1953 to 1955 0.7 2.8 as igs ae ae 5 
ИИ @.) sa) se ate 1950 to 1952 0.8 27 0.1 1.2 4.8 3.4 31 
1953 to 1955 0.9 2.9 0.2 1.0 5.0 82 30 
о ss, fume 6 1952 to 1954 11 2.8 0.4 0.6 4.9 В 29 
CARLY и РЕ 1953 to 1955 0.4 2.8 0.5е 0.7 4.4 3.2 22 
Switzerland > сыре >: 1953 to 1955 0.6 es oe г as Ab ae 
United Kingdom .. .| 1950 to 1952 0.3 17 0.4 0.5 2.9 2.1 21 
1953 to 1955 0.4 253) 0.4 0.6 3.9 ee. 25 
Portugal ео 1953 to 1955 0.3 i 0.8 0.7 3.0 ae 22 
О he ce 1950 to 1952 0.6 tal 0.3 0.5 225) = 17 
1953 to 1955 0.1 0.9 0.8 0.2 2.0 ТВ 15 
Gross investment as а percentage of net national income 
Czechoslovakia . . . .| 1949 to 1953 а м т A 4.7 ne 20 
Bulgaride.). «Же + 1949 to 1955 0.9F a ba 3.4 af 18 
Роза а... 1950 to 1955 1.6 he ate she 3.3 x 13 
ungatyas 5.825 .. ; 1950 to 1954 1.2 0.8 1.2 3.2 Za 13 
Soviet Union... .. 1951 to 1955 1.2-1.5 ne р № 2.0-2.5 eh 12 
Eastern Germany .. . 1949 to 1955 ft fe oie ay 0728 ah 9 
Sources and methods : See Appendix В. @ In descending order of total investment in transport and communications 
Note. — As a result of differences in statistical conventions, the percen- as a percentage of gross national product or net national income. 
tages for eastern European countries are not strictly comparable with those b Excluding motor-cycles. 
for western European countries. On the one hand, in eastern Europe prices c The figures for rolling stock include trams and those for other railway 
for capital goods are lower in relation to prices for consumer goods than in investments include tramways, bus and motor-coach services. 


western Europe, and the numerator consequently tends to be understated. 5 
On the other nea) the denominator tends to be understated for the eastern 4 Based on incomplete data. 

countries also, because certain services are excluded from the concept of е Including canal and river boats and aircraft. 
national income and because the figures are believed to refer to net national f The figures refer to renewals only in the year 1954. 
income rather than to the gross national product. It cannot be said whether ы р 

the net effect is to give the percentages for eastern European countries an & Excluding communications. , 
upward or a downward bias in comparison with those for western European 

countries. 
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about one-half in Poland. The proportion for most 
other eastern European countries is not known, but 
railways probably account for about one-half or more 
of total transport investment. In spite of the predo- 
minant place which railway investment holds in eastern 
European transport investment, it does not seem large 
in relation to the rapidly increasing traffic which the 
railways have to cope with in these countries, nor, in 
the case of the Soviet Union, in relation to the low 
density of the existing rail network. 


The information available on plans for the period 
1956 to 1960 in the Soviet Union and some of the 
eastern European countries indicates that transport 
investment will in this period continue to account for 
a lower share of gross national product and of total 
investment than in other European countries. If more 
emphasis is to be given to the development of road 
transport, as seems to be the intention, it will be 
necessary for the eastern European countries to 
increase the share of transport in total investment. 


TABLE 8 


Gross fixed investment in road transport 


Of which: 
Total gross Total expenditure 
investment : d network 
о Passen- Busesand [Г.огиез Road |. OM read network, 
Country а Period transport 5 ger motor network, | including <naltrenaaes 
cars coaches 
Dollars ь Dollars 
per Percentage of gross national product per 
inhabitant vehicle 
здебенн и. с 1950 to 1952 LK sh А? sa oA 0.76 1.34 218 
1953 to 1955 49 4.31 2.47 0.11 0.61 1.12 1.74 218 
Luxembourg. . . . | 1950 to 1952 31 2.94 1.29 0.12 0.43 1.09 1:25 249 
1953 to 1955 42 3.70 1.61 0.14 0.58 1.38 1.57 222 
Switzerland . . . . | 1950 to 1952 5 о ae mn 5 0.93 с 231 с 
1953 to 1955 5 a 1.50 0.02 5: 0.75 с 1.18 с 240 с 
— =_= eee 
inland оо ee 1953 to 1955 31 3.60 0.69 1.21 1.70 2.48 726 
———————— 
ева ee 1950 to 1952 13 1.65 0.46 0.08 0.50 0.61 ЕТ 193 
1953 to 1955 Sul 3.42 1.85 0.11 0.69 0.76 1.24 175 
ИО 6 5 5 0 4 1950 to 1952 Yb) 2.72. 1.39 0.03 0.55 0.75 
1953 to 1955 30 2.92 1.79 0.02 0.51 0.60 ae ae 
о О 1952 to 1954 28 2.83 1.26 0.07 0.78 0.69 1.16 140 
United Kingdom 1950 to 1952 14 1.67 0.82 0.18 0.55 0.08 0.71 82 
1953 to 1955 25 2.51 1.66 0.10 0.63 0.09 0.71 81 
ene oe 
Могла в. ПВ. 1952 to 1954 24 2.61 0.84 Ц 0.66 1.39 244 
LT SE CO, 
Netherlands . . . . | 1954 to 1955 23 3.34 1.91 0.14 0.83 1.00 Re si 
Western Germany 1950 to 1952 ane г ar 8,5 xe 0.52 1.08 241 
1953 to 1955 20 2.80 1.30 0.13 0.62 0.75 1.31 226 
Nee eee 
iiccland ae 1950 to 1952 13 3.18 1.44 И 0.57 1.51 138 
1953 to 1954 18 93 1.56 1.18 0.98 1.96 181 
J Se 
на: СНЫ В 1950 to 1952 8 1575) 0.38 0.17 0.36 0.84 1.61 455 
1953 to 1955 16 3122 est 0.11 0.84 1.06 1.79 382 
Е во 1953 to 1955 12 2.85 1.16 0.11 0.84 0.74 1.22 220 
Yugoslavia 1952 to 1953 2 0.90 0.35 0.53 
1954 to 1955 я 0.98 0.38 0.58 
С ее a xt 1950 to 1952 2 1.05 0.63 0.42 
———_—E Зииииинииинииинининининючиь, 
1953 to 1955 2 0.91 0:27 0.02 0.26 0.36 
ИИ о сов 1950 to 1952 ae By Be 0.02 0.354. 
1953 to 1955 a ie Е 0.02, 0.30 а 


Sources and methods : See Appendix В. 


а т descending order of total investment in road transport in dollars per 
inhabitant. 


5 Excluding motor-cycles. 
С Based on incomplete data. 
d State roads only. 
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ce 


The high rate of investment in transport in the 
Scandinavian countries, the Netherlands and Yugo- 
Slavia is in part due to the development of their 
merchant marines. All of these countries, as well as 
Greece and Portugal, devoted at least twice as big a 
share of their national product to investment in 
shipping as did France and the United Kingdom. In 
Norway, as much as 5 per cent of the gross national 
product was devoted to shipping investment in the 
period 1952 to 1954. 


The Need for Road Investment 


Gross investment in road transport in Europe in 
recent years has ranged from about $2 per capita, or 
one per cent of gross national product in some of the 
southern European countries, to $20 to $30, or around 
3 per cent of gross national product, in the more 
developed western European countries. The highest 
rate appears in Sweden with nearly $50 per inhabitant, 
or 4.3 per cent of gross national product (Table 8). 


This high level of investment reflects mainly the 
boom in purchases of passenger cars. While invest- 


ment in lorries has ranged from one-half to one per 
cent of gross national product and road investment 
was somewhat higher than that, purchases of passenger 
cars alone accounted for between 1.2 and 2.5 per cent 
of gross national product in western European coun- 
tries. In the four years from 1950 to 1954 the number 
of passenger cars more than doubled in a number of 
countries, and it rose by more than 50 per cent in 
nearly all the others (Table 9). In many countries 
the percentage increase from 1950 to 1954 was larger 
than in the previous twenty years. At the same time 
the increase in the number of motor-cycles (not 
included in Tables 8 and 9) was still greater in many 
countries. Between 1954 and until the beginning of 
petrol rationing in the fall of 1956, the rate of increase 
in purchases of passenger cars did not slow down, but 
accelerated in a number of countries. 


From 1950 to 1954, the number of lorries increased 
much more slowly than that of passenger cars; but the 
rate of growth in numbers of lorries does not reflect 
the large increase in their carrying capacity, which 
enabled many enterprises to handle the same or a 
larger volume of transport with fewer vehicles. 


TABLE 9 


Growth of the motor vehicle park in Europe since 1930 


Number of motor vehicles 6 in 1954 


аи Total es Lorries 1930 
Number per thousand 
Thousands inhabitants 

Зее, ие 41 
France 9 ae 62 
United Kingdom . 47 
Luxembourg. . . 63 
Belgnmr 6 us: 36 
Denmark ... 67 
Switzerland 41 
Morway 2 20. 3: о. 42 
Trelandv 19.9. 41 
Western Germany 54 
Netherlands... 49 
ОАО ще sae 91 
а cee 60 
АНА. 20 Oe 34 
Portugal 40 
Spallles 2s Sea 160 
У а suis 22 
Yugoslavia 


Sources : National statistics. 
а In descending order of number of motor vehicles per inhabitant. 
6 Excluding motor-cycles. 


Passenger cars Lorries 
1938 1954 1956¢ 1930 1938 1954 1956¢ 
Index numbers—1950 = 100 
62 211 292 54 67 127 132 
113 149 191 49 57 133 152 
85 135 169 38 54 118 131 
81 195 A 65 98 135 5 
56 146 183 40 93 117 130 
92 164 205 53 69 159 Ч 
51 162 210 39 54 127 154 
95 166 208 38 69 159 179 
58 134 148 36 43 150 171 
138 270 394 PY 60 164 164 
72 158 228 58 63 123 152 
a 264 388 35 к 147 199 
96 222 318 34 37 148 172 
55 179 370 m2, 31 123 147 
143 19 140 
ae 130 he 58 ne 122 te 
34 213 224е 21 25 197 223е 


с Estimates based оп partial data. 
d Index numbers based on unofficial estimates. 
е 1955. 
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The rapid rise in the numbers and speed of passenger 
cars, as well as in the size and speed of lorries, has 
created grave problems of road safety and has made it 
clear that in the most densely populated regions the 
existing road network is inadequate to handle the 
traffic. Therefore, in most countries plans have been 
put forward for the construction of “ motor-ways ”, 
a type of road which until recently hardly existed in 
Europe outside Italy, Germany and the Netherlands. 


In Chart 1 an attempt is made to illustrate graphi- 
cally the different conditions for motor traffic in 
various countries. Although the comparison may be 
somewhat impaired by national variations in the 
definition of a road and by the absence of accurate 
data in some countries, the chart gives a fairly good 
impression of the main differences between countries. 
A glance at the chart shows that in the whole of eastern 
and southern Europe except Italy the number of 
motor vehicles per inhabitant is so low that there is 
hardly any traffic on the road even where the road 
network is very limited. Only the Soviet Union has 
so few roads that traffic density is very high in spite of 
a relatively small number of vehicles per inhabitant. 


In most countries with a large number of motor 
vehicles the average traffic density is nevertheless 
fairly moderate, either because the population density 
is low or because the road network is well developed. 
Sweden and France belong to this group. In the 
United Kingdom and, to a lesser extent, western 
Germany, on the other hand, a large number of vehicles 
per inhabitant, a high population density and a rela- 
tively short road network combine to create the 
highest traffic densities in Europe. Although the 
United Kingdom has the most serious traffic problem 
of any European country, the amount spent on the 
construction and maintenance of roads has been by 
far the smallest in recent years, both per vehicle and 
as a share of the national product. While most coun- 
tries listed in Table 8 spent $200 to $250 per year per 
vehicle for this purpose, the United Kingdom spent 
less than $85 per year in the period 1950 to 1955. 


As long as motoring was in its infancy it was neces- 
sary, if similar service were to be provided, to spend 
relatively much more—per head and per vehicle—on 
roads in the sparsely than in the densely populated 
regions. The cost of construction and of maintenance 
of roads was high in sparsely populated regions, 
because the capacity of roads was very badly utilized. 
When the number of motor vehicles increases, how- 
ever, the cost of road building and maintenance per 
vehicle is reduced because the capacity of the roads is 
better utilized, and only relatively small additional 
outlays for improvement and maintenance are required. 
In densely populated regions, on the other hand, 
the rapid rise in numbers of motor vehicles tends to 
increase expenditure on roads to such an extent that 


the average per motor vehicle may rise, because the 
traffic problem can no longer be solved by improve- 
ment of the existing roads, but requires construction 
of a completely new network of a much more expen- 
sive type than the older one. It has been estimated 
that in France the cost of maintenance and renewal, 
per vehicle-kilometre, amounts to one franc on main 
national roads with an average daily traffic of 3,000 
vehicles against 6.50 francs on small rural roads with 
a daily traffic of 65 vehicles. It was also estimated 
that the cost of amortization and maintenance of a 
new motor-way with an average daily traffic of 7,000 
vehicles would amount to 3.80 francs per vehicle- 
kilometre. The figures below, although not strictly 
comparable and referring partly to actual cost of road 
construction and partly to estimates taken from road 
building plans, give an impression of the difference 
in costs of construction of various types of road. 


Cost of Road Construction 


(Dollars per linear metre) 
Normal roads 
Min. Aver. Max. 


Motor-ways 
Min. Aver. Мах. 


Sweden (1956 road plan) . 40 100 300 400 
Western Germany (10-year 

plan) ot owen ee 150-200 650 
Ttaly оо Е 20 30 80 200 650 
Netherlands (actual costs) . 200 500 
United Kingdom (actual 

COS(S) "ties oor Se Re: 50 90 350 450 

(Proposed London inner 

belt) eae gine ie eee ee 21 000 


France (Paris-Lille road) 350 550 1150 


@ Figures of the Cassa per il Mezzogiorno for normal roads, and estimates 
of the Federazione della Strada for motor-ways. 


The maximum costs for motor-ways in Sweden, 
Italy and the Netherlands do not refer to roads in 
built-up areas. 

In general, the construction of motor-ways seems to 
cost 300,000 to 500,000 dollars per kilometre, but the 
cost is several times higher in built-up areas. It is far 
more expensive per kilometre to construct roads in 
densely populated areas than under the most difficult 
natural conditions; the estimated cost of the proposed 
inner ring road envisaged around the centre of London 
is ten times as high per kilometre as that of the pro- 
posed tunnel under the Mont Blanc, connecting 
France and Italy. 

The present plans for construction of motor-ways 
in western Germany, France, the United Kingdom, 
Italy and Sweden foresee the construction of between 
600 and 2,000 kilometres of motor-ways each; plans 
in the other countries cover smaller distances. This is 
only the very first beginning covering the needs in the 
first decade or two. Even in the United Kingdom, 
France and Sweden, numbers of motor vehicles 


4 М. Brunot, Bulletin de l’ Association des ingénieurs des ponts 
et chaussées et des mines, Paris. 
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CHART 1 


Road density and vehicle density in 1954 


Vehicle density 
(number of motor vehicles per km. of road) 


OO 


| Road density 
(km. of road per km.?) 


peee0002000 


Inhabitants per km.2 


The figures give the number of motor vehicles (excluding motor-cycles) per thousand inhabitants 


United States Sweden France United Kingdom Denmark 
356 86 


зо сх офоосо вое 


хо ото ох 


Switzerland Norway Ireland Western Germany 
44 


ооо оо о осо оо ооо в ов ох хоча о 


oeeereeesconce 
ооо ооо eee о ооо ео соо 


Netherlands 32 Finland 28 Austria 29 


wecceverosee 


зоо о зоо фо воочотое 


ооо оо фо вов о со воем 


Czechoslovakia Soviet Union Greece Poland 


эхо ооо ооо $ 
ооо охоеох 


eecccece 


Hungary Yugoslavia о Bulgaria Rumania 
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1 i i i her, because of differences in coverage and 
Nore. — The figures for road density and vehicle density are not strictly comparable from one country to another, ‹ 
definitions of О dia. For instance, the official figure for the length of the road network in Belgium seems to include roads which are seldom used for motor 
traffic and which are known to be excluded from the figures for the Netherlands and France. The figures for vehicle density in the eastern European countries 
are based on estimates of the number of motor vehicles, because official figures are not available. 
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per inhabitant have so far only reached the level to see how it will be possible to handle road traffic 
attained in the United States in 1922, and are only when the number of motor vehicles has reached levels 
one-fourth of the present United States level. Sweden, several times those of today. It is clear that it will be 
Norway, Finland and the Soviet Union are the only necessary to spread both work places and dwellings 
European countries where the density of population more evenly over their territories, so as to limit daily 
is as low as in the United States. Everywhere else in movements between peripheries and town centres and 
Europe traffic problems are bound to be much more weekly movements between towns and countryside. 
difficult to handle as the number of motor vehicles 


ss Sat ee : к Investment and Disinvestment т the Railway Network 
In the United Kingdom, Germany and the Benelux 
countries, where population density is 10 to 15 times The high level of road traffic in the industrialized 


as high on average as in the United States, it is difficult western European countries, together with the high 


TABLE 10 


Gross fixed investment in railways 


Percentage of gross national product Percentage of total railway revenue 
Country а Period 
Rolling stock Other Total Rolling stock Other Total 
INOEWSY ite ec ee aes 1952 to 1954 0.18 0.67 0.85 11 40 51 
АЗ EMPEY ag boo 6 6 1952 to 1953 1.48 1.69 347 23 27 50 
1954 to 1955 1.90 1.34 3.24 29 21 50 
Netherlands ..... 1954 to 1955 0.385 0.29 с 0.67 245 19¢ 43 
Jreland ee es a 1950 to 1952 0.07 0.50 0.57 3 25 28 
1953 to 1954 0.28 0.41 0.69 14 22 36 
ара, 3s. she 1953 to 1955 0.24 0.72 0.96 9 25 34 
jake ао ПУ 1950 to 1952 0.18 0.57 0.75 6 20 26 
1953 to 1955 0.30 0.59 0.89 11 23 34 
Frances: eae sire ak 1952 to 1954 0.59 0.47 1.06 17 ils 30 
Ата Tee eee es 1950 to 1952 a ae 1223 Bh ay 31 
1953 to 1955 0.44 0.84 1.28 10 18 28 
УЧ 1950 to 1952 у ae 0.55 oh ee 17 
1953 to 1955 0.33 ‚ 0.40 0.73 11 13 24 
Па. в” а os 1953 to 1955 0.16 0.22 0.38 10 13 23 
Portugala пе. 1950 to 1952 0.14 ee т 9 © 
1953 to 1955 0.17 0.16 0.33 12 11 23 
охорони seen 1950 to 1952 0.32 0.81 1.13 5 12 17 
1953 to 1955 0.70 0.72 1.42 9 10 19 
Western Germany .. . 1953 to 1955 0.29 0.42 0.71 8 11 19 
ВЕ Ба СРВ 1950 ю 1952 0.15 0.20 0.35 8 11 19 
1953 to 1955 0.14 0.18 0.32 8 10 18 
Switzerland). 50.1. 1953 to 1955 0.25 0.30 0.55 т 8 15 
United Kingdom. ... 1950 to 1952 0.20 0.08 0.28 8 3 11 
1953 to 1955 0.26 0.09 0.35 11 4 15 
Greece eee ee 1950 to 1952 0.47 0.16 0.63 oes oy 
1953 to 1955 0.04 0.05 0.09 6 7 13 
Sources and methods : See Appendix В. Ь Including trams in the investment figures. 
а In descending order of total railway investment as a percentage of total с Including tramways and bus and motor-coach companies in the investment 


revenue, figures 


density of existing railway networks, makes it natural 
that railway investment in these countries should 
account for a considerably lower share of gross national 
product than in the rest of Europe. Nevertheless, in 
most of these countries gross investment in railways 
has been by no means negligible in terms of national 
product, and very substantial when measured as a 
percentage of the revenue of the railways. 


It can be seen from Table 10 that in recent years 
gross investment in railways in most western European 
countries has ranged from 20 to 40 per cent of total rail- 
way revenue; in Norway and Yugoslavia, both of 
which are undertaking big expansions of their rail 
networks, it was as high as 50 per cent. Investment in 
rolling stock in most countries took from 10 to 20 per 
cent of total railway revenue and showed a pronounced 
tendency to increase from the years 1950 — 1952 to 
1953 — 1955. This reflects the increasing tendency to 
modernize equipment under pressure of the com- 
petition from road traffic. 


Gross investment in railways in the United King- 
dom has in recent years been among the lowest in 
Europe in relation both to national product and to 
railway revenue, as can be seen from Table 10. The 
new British plan of railway modernization will, 
however, raise railway investment in the next five 
years to twice or more the rate of the years 1953 to 
1955. 


The large differences between countries in the 
level of railway investment are accounted for mainly 
by investment in the rail network. This covers partly 
improvement of existing lines—for instance, electri- 
fication of lines and modernization of signal systems 
and stations—and partly the building of new lines. 


Over the last 25 years the expansion of rail networks 
was concentrated in the Soviet Union and the less 
industrialized countries in eastern and southern 
Europe (Table 11). The only other European countries 
which built new railway lines in this period were 
Norway and Finland, where the railway networks— 
although large in relation to the number of inhabi- 
tants—were fairly small in relation to the size of the 
territory. 

In the Soviet Union the growth in the volume of 
goods transport was so rapid that, despite an increase 
of around two-fifths in the length of the lines, the 
density of goods traffic per kilometre of line trebled 
during the 25 years and is now six times as high as 
in the highly industrialized western European coun- 
tries. Part of this difference is, of course, due to the 
very long average hauls, more than three times the 
average for other European countries and double that 
of the United States. By the intensive utilization of 
its railways the Soviet Union has been able to handle 
a tremendous load of freight traffic without devoting 
a large share of national income to railway investment. 
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In eastern Germany, Poland and Czechoslovakia 
the densities of goods traffic are higher than in western 
Europe, though much lower than in the Soviet Union. 
But the eastern European countries are less well 
equipped to handle a large volume of freight than 
the Soviet Union, because their railways, like those 
of other European countries, have a relatively small 
loading gauge while those of the Soviet Union— 
like those of the United States—have a larger loading 
gauge, which permits the use of large-capacity wagons 
and the running of heavier trains.® 


In the southern European countries and in Norway 
and Finland, the expansion of the rail network was 
due to the desire to open up new regions for develop- 
ment; despite sizeable increases since 1930, the density 
of both goods and passenger traffic still remains low. It 
was as low as one million traffic units in Turkey, 
700,000 in Norway and 600,000 in Portugal. These 
average densities of traffic over the whole network are 
not much above the traffic density of 400,009 to 
500,000 unit-kilometres which has been recommended 
by railway experts at international railway congresses 
as the necessary minimum for profitable operation of 
new railway lines. On the railways which are now 
being built in northern Norway and between Andalsnes 
and Alesund in the western part of the country, the 
expected traffic densities are in the neighbourhood of 
90,000 and 120,000 unit-kilometres, respectively— 
that is, less than half the density of 250,000 unit- 
kilometres which has been suggested as the limit below 
which existing lines should be taken out of operation.’ 


Outside Norway and Finland, the expansion of 
railway networks long ago came to an end in western 
European countries, and in most of them the reverse 
operation—abandoning of railways—has begun. The 
railway networks in western Europe were overbuilt 
in the period before the spread of road transport and 
at a time when an expected traffic density of about 
40,000 unit-kilometres was held to be sufficient to 
justify a new line. Now the networks are being 
curtailed by abandoning single-track and even double- 
track lines with very low densities of traffic. Thus, 
between 1930 and 1954 the railway network was 
reduced by 6 per cent in the United Kingdom and 
France and by 10 per cent or more in the Netherlands, 
Denmark, Ireland and Luxembourg. Besides the total 
closure of rail lines, considerable sections of the rail- 


5 In the Soviet Union the track gauge is also broader than in 
other European countries, while the railways in the United 
States combine a large loading gauge with a track gauge of the 
same size as that in Europe, west of the Soviet Union. 


6 Traffic unit-kilometres have been calculated on the basis of 
one passenger-kilometre equals one ton-kilometre, which is 
generally used for statistical purposes in Europe. 

7 See John H. Paxel, “Rail or Road”, Statsakonomisk Tids- 
skrift, 6 October 1952. 
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TABLE 11 


Length of railway network and density of traffic in 1954 
cl a cl ll tc ee tet а 


Length of railway lines 


Density of traffic per km. of line 


‘ Per 100,000 2 Goods Passenger Total 
Country а и inhabitants Fer 1 000 kon, ь traffic traffic traffic increase in 
sare seas рН density 
Kilometres Kilometres pate к Mise, ey since 1930 4 
since 19305 
Stores ts ee 30 92 —13 1.1е Dp 3.3 я 
им Е 56 161 —4 Zz 155) 2h —11 
United Кт24от/ . . 62 134 —6 1:2, 1.1 2.3 22, 
Western Germany . . 62 124 — 1.4 1.2 26 47 
а Ра о 46 73 1 0.6 т 17 87 
Switzenland: eee в 105 126 —2 0.6 1.3 1.9 76 
ПИ eae 155 184 —12 1.1 0.5 1.6 
Hungary eee 85 88 7 1.0 1.4 2.4 207 
Denimiarks eames 105 108 —13 0.3 0.7 1.0 150 
Czechoslovakia ... 101 103 4 22 iG) 3.9 189 
Рога иль eet 41 39 5 0.2 0.4 0.6 35 
Poland и со 101 87 15 1.8 1.3 SHA 146 
PSUS UCAS vo kc pee 86 2 3 1.0 0.9 1.9 48 
ОСЬ а ack cere 93 1B —6 1.0 0.6 1.7 1 
Yugoslavia 4.0. Go 67 46 22 0.8 0.6 155 128 
Ване ci cee 50 34 26 1.0 0.7 1. 4.41 
GTECCE iis вые Е 19 11 —1 0.2 0.4 0.6 125 
Бра 6 Ae d se 45 26 te 0.5 0.6 Vl 
Albaniaeees о. 297%: 9 4 g 
пеар ь. Haus 135 56 —10 12 
ЧЕ И gern Rtas te. 33 10 45 0.5 0.5 1.0 412 
Sweden sme sue a 226 36 —1 0.6 0.4 0.9 133 
а ее в. 116 14 9 0.8 0.4 рэ 143 
INOTWay уе вы зе 129 14 26 0.3 # 0.4 0.7 4 86 
Soviet Union .... 62 5 41 71 13 8.2 290 


Sources : See Appendix В. 


Note. — Private railway systems are included where important except 
for western Germany, Greece and Spain where only national railways are 
included. 


а In descending order of inhabitants per km?. 
Ь Pre-war figures relate to post-war territory. 
с Calculated on the basis of 1 pass.-km. = 1 ton-km. 


way network in some countries have been closed to 
passenger traffic, as is shown by the figures below: 


Railway Lines no longer open to Passenger Traffic 


in 1954 
(Percentage of total network) 
Prance tani ni eee a 24 
Netherlands yaa ее: 1 22 
Waitedskingdomp- угла 13 
IBElGhm и а 13 


In addition, a number of stations have been closed 
for passenger services on lines which are otherwise 
open for both freight and passenger transport. In the 
Netherlands, two-thirds of all stations have been 
closed to passenger traffic. 


d Pre-war figures relate to pre-war territory except for the Soviet Union where 
the Baltic States are included. 


е Excluding less than wagon-load traffic. 
Л Excluding Northern Ireland. 
8 All the network was built after the war. 


й Corresponding figures excluding Ofoten railway would be 0.2 and 0.6 for 
goods traffic and total traffic respectively. 


The extent to which European countries are expand- 
ing or reducing their railway networks reflects not 
only the densities of their existing networks in relation 
to population and area, but also differences in the level 
of road traffic. While in western Europe the rapid 
growth of road traffic has caused an actual reduction 
of the railway network, in most of southern Europe 
it has now put an end to the age of railway building. 
In eastern Europe and the Soviet Union, where long- 
distance road traffic is still insignificant, there is no 
tendency to close down railway lines, even though 
some eastern countries have a network as dense in 
relation to area and population as those of western 
Europe. Railway building has continued until 
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TABLE 12 


Methods of traction used on European railways in 1954 


Percentage of traffic hauled by 


Country а 

Steam 
Switzerland.) aes Se 2 
SWEGENM ras ©: KM oso 9 
INetherlandsin ain ое. 16 
CAV RR. С 27 
опа. es и 41 
но ие ЗИ 50 
О < ee 64 
Denmat ke ade. Еее сие 65 
Но t=)... и 86 
Ве в о 86 
United Kingdome....... 86 
Эра и рано 87 
Western.Germany. . . 0 ce. & 87 
а аа ae) 90 
О аи и 91 
Нора м, оная ae 92 
PU TEC а о даа 93 
Слесбозютама Л... 98 
Lurkey MOS, 208 1, Po 98 
panposlaniag starts: tied . илов 98 
Poland... 
Portugal 
Bulgatiaves Alea (ject ote aoe 


Diesel 


N 


— 


Nv 


— 


Ratio of coal 


Percentage to electricity 
of network consumption 
right : 
Electricity Зерна ро 
— 98 97 
3 88 41 
1 63 42 Syl 
3 70 36 4.6 
5 44 28 3.6 
7) 48 23 3.4 
3 as 12 4.1 
6 9 2 
6 8 4 т 
2 12 8 4.1 
1 13 5 4.4 
2 11 8 4.2 
2 11 6 3.0 
0 РЕ: fox 
9 == ms 
6 Я 7 
ih — tt 
ae 1 
2 == — Fc 
— 2 1 3.9 
1 
1 


Sources: International Railway Statistics, Paris, and national statistics. 


Norte. — Figures are based on gross train ton-km., except for the Nether- 
lands, Norway, the United Kingdom and Finland, where they are based on 
train-km., and Hungary and Rumania, where they are based on number of 
locomotives. The figures do not cover private railways. 


@ In ascending order of percentage of traffic hauled by steam. 
Ь Ratio of traffic carried per unit of fuel consumption in terms of coal or 


recently in all eastern European countries, and most 
of them have made plans for further extensions. 


From Steam to Electric and Diesel Traction 


In the Soviet Union and eastern Europe the 
increasing volume of traffic and the intensive utiliza- 
tion of the network act as an incentive to moderniza- 
tion of the railways. In western Europe the challenge 
from road transport produces the same result. The 
need to become more efficient in operation, and hence 
competitive, is pressing more urgently upon the 
western railway administrations than ever before. 
Thus, in both western and eastern Europe railway 
investment is directed towards technical improvements 
and modernization. | 

Foremost among these improvements is the change- 
over from steam to electric or diesel traction. This 
change of tractive power makes it possible to run 


coal equivalent; electric energy converted to coal equivalent on the basis of 
the average amount of coal needed to generate 1000 kWh in the public 
supply power plants in each country. 


с Excluding Northern Ireland. 
а 1947. 
е 1946. 
Л 1948. 


faster and heavier trains; but, by the same token, 
supplementary investments are required, such as 
heavier rails, better and preferably automatic signalling, 
etc. Without these supplementary investments, the 
full measure of the savings resulting from the change 
in tractive power cannot be realized. 

In most European countries the existing steam 
locomotives use three to five times more fuel (in coal 
equivalent) per unit of traffic than electric locomotives, 
as can be seen from the last column in Table 12. 
Part of this difference is of course due to the fact that 
the electric locomotives are used on lines with denser 
traffic and therefore better utilization of the tractive 
power. The reductions in fuel consumption which 
can be obtained by shifting from steam to electric 
traction on a particular line are therefore considerably 
smaller, but usually about 50 per cent. The economic 
benefits from the abandonment of steam traction 
are not limited to savings in fuel, which even in 
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countries using steam traction accounts for only 
about one-eighth of the total expenses of the railways. 
The main advantages gained from the change in 
tractive power, and the supplementary investments, 
are savings resulting from lower labour requirements 
and from a more intensive use of rolling stock. In 
addition, there are the commercial as well as social 
benefits of eliminating air pollution by steam locomo- 
tives, of cleaner trains and of doing away with the 
heavy and dirty work of firing, cleaning and servicing 
the locomotives. 

In the United States, the change-over from steam to 
more efficient means of traction was nearly completed 
in the first post-war decade. In most European coun- 
tries it has hardly begun. Some mountainous countries 
of Europe with cheap hydro-power, such as Italy, 
Austria, Sweden and Norway, have already electrified 
a considerable part of their networks and in Switzer- 
land virtually the whole network is electrified. All 
the major coal-producing countries in both western 
and eastern Europe, however, still carried 85 to 
90 per cent of their traffic by steam in 1954 with 
the single exception of France, where the share of 
steam was two-thirds. 


Obviously the availability of local fuel and the 
relationship between capital costs and traffic densities 
are very important considerations in the choice of 
tractive power. In the United States both factors work 
in favour of diesel traction and more than 85 per cent 
of all freight trains were drawn by diesel locomotives 
in 1955. In Europe the preference is in most cases for 
electric traction although a few countries carry a 
relatively important share of their traffic by diesel 
traction. Until now, the Netherlands has been the 
only country carrying a large share of traffic by electric 
locomotives using thermal electricity, but the scarcity 
of good quality coal together with the other advantages 
of electrification has given impetus to the shift away 
from steam traction even in coal-producing countries 
with few or no hydro resources. In the next decade 


Е = = + = = a = 


the share of the network electrified is going to increase 
considerably in these countries, as can be seen from 
the figures below: 


Percentage of Network with Electric Traction 


Present Plan а 
(1954) —_—_ 
Percentage Percentage Year 
Netherlands .... 42 51 1958 
italy <>. ae ee 36 44 1965 
Norway” те. = 28 54 1965 
Етапсе а 12 16 1960 
Belgium) т 8 17 1956 
Western Germany. . 6 10 1960 
United Kingdom 5) 13 1970 
Soviet Union... . 4 38 1970 
Рось 1 5 1960 


а Future electrified network as percentage of tota'! present network. 


Since the lines with heavy density of traffic are in 
most cases the first to be electrified, the share of traffic 
carried by electric traction will be considerably higher 
than the share of the network electrified. Moreover, 
some of the non-electrified lines will be abandoned 
and many others will change to diesel traction. 
In both the Soviet Union and the United Kingdom 
it is planned to introduce diesel traction on the lines 
which are not to be electrified, and both countries 
have therefore stopped building steam locomotives 
for use at home. 

It is clear from what has been said that western 
European countries are faced with problems of decid- 
ing which lines to electrify and improve and which to 
abandon. Electrification, with all the necessary sup- 
plementary investments, may be too great a burden 
for relatively poor countries, and under all circum- 
stances it is uneconomic on lines with sparse traffic. 
A shift to diesel traction, which is less capital-intensive 
than electrification, may be the right solution in some 
cases; but in others it may be more economic to close 
a large share of the secondary lines and to substitute 
bus and lorry services for them. 


3. THE Cost STRUCTURE OF RAIL AND ROAD TRANSPORT 


The distribution of the traffic between railways and 
road transport undertakings is to a considerable extent 
decided by the differences in their cost structure. Most 
of the costs of the railways are independent of the 
volume of traffic handled, while this is true only for 
a small part of the costs of the road transport enter- 
prises. It was mentioned above that, in the operating 
costs of the railways, the share that is independent of 
the volume of traffic is so large that a railway line 
which does not have at least 250,000 traffic units per 
year per kilometre cannot be expected to cover its 
operating costs. If this necessary minimum traffic is 
assumed to be exclusively goods traffic, it corresponds 


to about 800 tons a day, or what may be carried by 
50 heavy or several hundred small lorries. The mini- 
mum traffic necessary for profitable running of a bus 
line or, a fortiori, a lorry is obviously very much 
smaller. Road traffic is therefore in a relatively strong 
competitive position where traffic is sparse, while the 
relative advantage of railway traffic becomes larger 
the denser the volume of traffic becomes. By raising 
the share of capital costs railway modernization tends 
to make the contrast in the cost structure of the two 
means of transport more and more pronounced. 
Partly because of varying degrees of railway modern- 
ization and partly because of differences in traffic 
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TABLE 13 


Operating expenses of European railways per unit of traffic in 1954 


Other P 
operating Maintenance 
Fuel expenses и un Total 
and power relating operating operating : Total 
Country а м. of fixed expenses expenses 5 oH He operating 
tock installations abour | expenses 2 
including labour 
Index numbers : European average for each column = 1 U.S. cents 
as ae ’ 0.7 0.4 0.4 0.7 0.6 0.5 0.7 
nea 0.6 0.7 1.1 0.7 0.8 0.7 1.0 
Shes - 0.9 0.6 0.8 0.8 0.8 0.8 1.0 
a den . 0.5 0.8 1.0 0.9 0.8 1.1 1.1 
Belgium sgl 0.8 0.8 0.8 0.8 1.0 1.1 
Turkey 9 0.6 0.8 0.7 1.1 0.95 0.8 1.25 
ean И ti 1.6 1.1 0.6 0.6 0.9 0.8 1.2 
Western Germany . 1.0 0.8 0.9 0.9 0.9 1.1 1.2 
Portugal 1.4 0.8 0.7 0.9 0.9 1.0 1.2 
Yugoslavia 9 1.6 0.2 0.2 1.5 0.9 0.3 1.2 
Switzerland ; 0.5 0.8 0.9 1.4 1.05 es 1.45 
Finland 1.7 1.0 0.8 1.0 1.1 1.0 1.5 
Denmark ¢ 1.1 0.8 0.6 1.6 1.1 1.4 1.5 
Greece... 2.3 0.9 10 0.9 1.1 1.3 1.6 
France . . 1.0 1.3 122 1.2 1.2 1.3 1:7 
United Kingdome . 1.2 1.5 1.3 1.1 1.25 т 1.75 
BulgariaS . РЯ сх те р 1.58 0.8 2.08 
Luxembourg 1.3 1.6 1.2 1.6 1.5 2.0 2.0 
Norway . 1.0 1.4 iL 1.6 1.5 2.0 2.0 
United States . 0.6 0.6 0.8 0.9 
European average . 100 54 1.4 


Sources : International Railway Statistics, Paris, and national statistics. 

Note. — Because of the difficulties involved in producing comparable 
figures for operating costs and because of difficulties in making due allowance 
for the varying degree of vertical integration of the railways, the information 
given in the table should be taken to represent orders of magnitude only, and 
no conclusions should be drawn from minor differences in costs between 
countries. Units of traffic have been calculated by adding up passenger and 
merchandise traffic on the basis of 1 passenger-kilometre = 1 ton-kilometre, 
which is generally used for statistical purposes in Europe. For a discussion 
about the relation between cost per kilometre of passenger traffic and of 
goods traffic, see page 27. 


density, wage levels and natural conditions, average 
operating costs of railways per unit of traffic vary 
considerably from country to country, as can be seen 
from Table 13.8 The importance of railway modern- 
ization in relation to costs springs to the eye when 
this table is compared with the preceding one, showing 


в The comparison in the table has been limited to operating 


costs because of the lack of comparability between countries for 
expenditure on renewals or depreciation and other capital charges. 
For a comparison of operating costs as here defined and total 
expenditure, see Table 18. 


а In ascending order of total operating expenses per unit of traffic. 


6b Operating expenses exclude renewals and pensions, except for the figures for 
the United Kingdom, which include both renewals and pensions, the figures 
for Turkey, which include renewals, and the figures for Switzerland, which 
include pensions. 


с Figures refer to 1953/54. 

d Figures refer to 1953. 

е Excluding Northern Ireland. 

Л At the official rate of exchange of 6.80 leva = 1 U.S. dollar. 
& Including depreciation. 


systems of tractive power, and with Table 17 which 
shows utilization of equipment. The countries where 
railway costs per unit of traffic are well below the 
European average are generally among those which 
have gone furthest in eliminating steam traction; and 
the countries with the best utilization of the equipment 
are also generally those’ with the lowest costs. The 
very great role played by natural factors and traffic 
density can also be seen; mountainous countries with 
very small traffic density, such as Greece and Norway, 
are among those that have. high railway costs, The 
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variations in costs between countries are very large; 
while the European average for operating costs per 
unit-kilometre in 1954 was around one and a half 
U.S. cents the averages for individual countries varied 
from two-thirds to two U.S. cents. 


Wages and salaries account for more than half the 
operating costs of European railways, even when 
pensions are excluded. Both efficiency in the use of 
labour and the level of money earnings are, therefore, 
major factors explaining differences in railway costs. 
Table 14 shows the influence on labour costs of 
efficiency in the use of labour, on the one hand, and the 
level of money earnings on the other. It is in accor- 
dance with general notions about productivity differ- 
ences between European countries that, when the coun- 


TABLE 14 


Labour cost of European railways in 1954 


Index numbers : European average for each column = 1 


Input : Labour 
: of labour Salaries costs 
Country а 
Employees per Labour expenses Labour expenses 
unit of traffic per employee per unit of traffic 

Netherlands .. . 0.5 0.9 0.5 
Swedent #4)... 0.75 1.4 Пай 
асы м С 0.7 0.9 0.7 
Binland ieee 2h 0.8 He 1.0 
ВЫ со ee 0.8 0.9 0.8 Л 
И бое 0.9 Иа 1.0 
|галсе в (ne es 0.9 1.4 Ne} 
Western Germany. 0.9 1.0 1.1 
AMUSED ооо 1.0 0.8 0.8 
Denmark ¢ тЫ По 1.4 
Yugoslavia. ... 1.2 0.3 4 0.3 а 
United Kingdome. 1.45 
Norway с 15) i 2.0 
Эра tee лье 155 0.5 0.8 
Greece LS 0.8 es 
Ра 2.0 0.4 1.0 
United States .. 0.2 3:5 0.8 


Sources : International Railway Statistics, Paris, and national statistics. 


Note. — Because of the difficulties involved in producing comparable 
figures and in making due allowance for the varying degree of vertical integra- 
tion of the railways, the information given in the table should be taken to 
represent orders of magnitude only, and no conclusions should be drawn from 
minor differences between countries. For the calculation of units of traffic, 
see note to Table 13. Expenses for renewals and pensions, as well as staff 
working on renewals, have been excluded throughout except where otherwise 
stated. The figures for salaries cover average earnings (including social 
insurance contributions, but not pensions) of the whole staff, converted into 
dollars at official exchange rates. 


@ The countries are arranged roughly in ascending order of use of labour per 
unit of traffic. 


6 Employees include personnel employed on renewals. 

с Figures refer to 1953/54. 

d Figures refer to 1953. 

е Excluding Northern Ireland. 

Л At the official rate of exchange of 6.80 leva = 1 U.S. dollar. 


tries are arranged in ascending order of the use of 
labour per unit of traffic, the list is headed by the 
Netherlands and Sweden, while Spain, Greece and 
Portugal come last. It is somewhat surprising, how- 
ever, to find that Italy ranks before western Germany, 
and France before the United Kingdom and Denmark. 
The explanation is probably that railway modernization 
has gone further in Italy and France than in the three 
other countries. 

In Italy, as well as in the Netherlands, the high 
productivity of labour, together with relatively low 
wages, result in costs per unit of traffic lower than in 
other European countries. In France and Sweden, on 
the other hand, the high output per man is offset by 
exceptionally high money earnings, but in Sweden 
total operating costs nevertheless remain lower than 
in countries where high money earnings go together 
with old-fashioned equipment and low output per man. 


The information that is available for average costs 
of goods transport by road (Table 15) is much less 
comprehensive and systematic and does not allow an 
analysis similar to the one made of railway costs 
above.® The figures given in Table 15 for Italy and 
Sweden do, however, illustrate the very large differ- 
ences both in the level and in the structure of costs 
between large and small lorries. In both countries 
the costs per ton-kilometre for the heaviest vehicles 
are about one-fifth of the costs for the small lorries. 
The costs per ton-kilometre for lorries of the heaviest 
type for which data are given seem to be somewhat 
below 3 U.S. cents in Sweden and Italy? (1954), 
while those for heavy trailer combinations in Italy 
were about one-third lower. A French inquiry into 
road transport tariffs for journeys of about 300 kilo- 
metres in 1955 showed that the costs to the carriers 
must have been between 1.5 and 3.0 U.S. cents per 
ton-kilometre, depending on the products and the 
quantity shipped.U 

Nearly all cost items are lower per ton-kilometre 
for the heavy lorries, but the main difference is in the 
saving on labour. The cost of the driver seems to 
account for around one-third of total costs for the 
average-sized lorry but for only 20 to 25 per cent of 
the total for the largest vehicles. Labour costs thus 
account for a smaller share of the cost of goods trans- 
port by heavy lorry than of the cost of rail transport. 
This is, of course, partly because road transport 


° The large differences in order of magnitude of the figures in 
the column ‘a other expenses ” show, for instance, that there are 
considerable variations in the coverage of the statistics. 


© The Italian figures for total costs in Table 15 are probably 
somewhat understated because of the apparently much smaller 
coverage in the column “ other costs ” than for the other coun- 
tries, and perhaps also as a result of an overestimation of the 
performance of the lorries in ton-kilometres. 


п The French figures are based on a special inquiry in the 


Paris-Metz-Nancy regions. See Transports, September-October 
1956, рр. 319-329. 
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TABLE 15 


Estimated costs per ton-kilometre of goods transport by road 


Country and size of lorry Fuel and ; Circulation Maine Depre- 
or type of transport lubricants TES Driver tax and> ey na ciation and = Other Total 
insurance RES. interest 
Italy 1954 Percentage of total costs U.S. cents 
Average. о... 28 7 34 5 
а ) 8 16 2 . 
Below она о. 99 210. 23 2 44 4 И 16 4 т 
РОО we. vtaesis ah 29 6 32 3 10 18 2 43 
Above О Нине 34 10 21 8 10 16 1 2.7 
With trailer (medium). . . 30 10 28 8 9 14 1 2.4 
With trailer (heavy). . . . 34 16 19 i 8 15 1 1.8 
Denmark 1953 
PAVETA DOES. Full ти 21 6 36 6 12 a 9 
Sweden 1956 
м. 19 4 35 6 15 14 7 16.2 
Вона, ©: Seas Но oe 25 11 23 10 15 10 6 2.8 
Western Germany 2 1950 Se rage mae rege 
Short-distance ...... 29 26 10 7 НИ 17 
Long-distance ...... 28 25 13 6 12 16 
——— 
United Kingdom 1950 
ОБА Се > ИНН vt) Ses 19 5 82 a 15 11 dal 5.6 
Soviet Union 1954 
АЕ Ору tei ee os ts 16 2, 23 oe 18 16 25 20¢ 
Index numbers—average for all lorries = 100 
Italy 1954 
ВУ ОВ, оны 196 63 304 182 207 235 364 235 
РИС о 118 110 106 79 135 125 78 113 
Above’) tons =<." >. 87 108 44 116. 88 1p 38 71 
With trailer (medium). . . 68 94 51 108 69 55 2] 63 
With trailer (heavy) ... 57 111 25 68 43 41 15 45 
Denmark 1953 
Om CCOUME ars. operons as 151 130 139 168 ; 179 
Professionals 9-20. tae, 56 75 ee, 64 42 a, 32 
Index numbers—lorry of 2.75 tons = 100 
Sweden 1956 
Ом. EO ee. 22 48 12 32 16 13 13 17 


Sources and methods : See Appendix В. 


Note. — Because of the difficulties involved in producing comparable 
figures, the information given in the table should be taken to represent orders 
of magnitude only. 

а Costs of depreciation and interest are not covered in the Danish investiga- 


undertakings—in contrast with the majority of the 
railways—do not generally undertake the heavy 
repairs of their rolling stock or any work on track. 
It nevertheless implies that over-all increases in the 
wage level will tend to improve the competitive posi- 
tion of road traffic in relation to the railways, unless 
it is accompanied by more rapid increases in labour 
productivity in the railways than in the road transport 


tion, but have been assumed equal to 10 per cent of total costs in the calcula- 
tion of the other percentages. 


b Figures refer to road transport enterprises with an annual turnover of more 
than 250,020 marks. Short-distance transport is all traffic within a distance 
of 50 km. from the place where the vehicle is stationed. 


с At the official rate of exchange of 4 roubles = 1 U.S. dollar. 


enterprises. Therefore, rationalization designed to 
reduce the amount of labour utilized in railway oper- 
ation is the most appropriate way of achieving a 
significant reduction of costs. 

The big lorries obtain their relatively low costs per 
ton-kilometre of goods transported partly because 
costs per vehicle-kilometre do not increase propor- 
tionately with the size of the vehicle, so that costs per 
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TABLE 16 


Estimated utilization of lorries in selected countries 


Ton-km. 
Number Ton-km. per lorry 
per year 


(Thous- (Kilo- 
ands) metres) 


Average 
haul 


Percentages 


Italy (1954) 
Below 214 tons 
Between 214 ап@ 5 100$ . 19 19 94 62 


Overs tons 4) =e oe 10 66 610 136 
ПОТА Мея 100 100 94 88 
Western Germany (1952) 
Below мона. И: ее 57 8 5 30 
From 2 to less than 5 tons . 34 29 35 727 
DetOns and: ое. 9 63 281 58 
OTA Ley aa ae 100 100 41 38 
Denmark © (1953) 
(Wpitor2 tonse а 60 13 7 
Over 2 anduptoStons . 34 55 52 
Оу. 6 32 166 
ОА А chee 100 100 32 20 
United Kingdom (1952) 
Орто ола es eo 58 6 3 13 
Over 2 anduptoS5tons . 33 53 49 28 
ФО: 5 G on вы 9 41 138 56 


Sources and methods : See Appendix B. 


Note. — The break-down by size of lorry refers to carrying capacity. 
For the United Kingdom the carrying capacity has been estimated on the 
basis of data on unladen weight. 


@ Including trailer combinations. 


Ь Excluding 11,000 lorries and vans used for agriculture, market gardening 
and forestry. 


ton-kilometre over the same distance are lower for big 
lorries than for small ones, and partly because their 
capacity in terms of ton-kilometres per vehicle is 
much better utilized (Table 16). The heavy lorries are 
generally used on longer hauls than the small ones 
and therefore expend a much smaller share of their 
total operating time on loading and unloading oper- 
ations. 


It is clear from what has been said above that 
restrictions on the weight and size of lorries have an 
important influence on costs. The restrictions are 
generally inspired by the needs of road safety or made 
necessary by the quality of the existing roads and the 
cost of improving them; but the question may be 
raised whether sometimes the purpose is not also to 
protect the railways from increasing competition from 
road ‘transport or to protect the country’s own road 
transport undertakings. In addition, costs of road 
transport are influenced by limitations on speed and 
by various regulations relating to working hours, 


obligatory rest periods and minimum crew, inspired 
by social considerations as well as by those of safety 
on the roads. It is probably no coincidence that Italy, 
where such regulations are hardly applied, and where 
restrictions on size and weight of lorries are very 
lenient, is among the countries where road transport 
has grown most rapidly. 


Efficiency in the Use of Equipment 


Comparisons between the costs of different means 
of transport cannot be made simply by comparing 
costs or prices paid per passenger-kilometre or per 
ton-kilometre. The speed of transport and the quality 
of the service performed are also factors of importance 
for the competitive position of the different types of 
carriers. The improvement in spved and in quality 
of service which can be obtained is among the argu- 
ments most often invoked in favour of railway 
modernization. Consideration of speed is no doubt 
very important in the case of passenger traffic, 
especially when the distances in inter-city traffic are 
such that competition is between rail and road traffic 
and not with air traffic. For goods traffic, however, 
the speed of the transport service is decided mainly by 
factors other than the speed of the trains. 

The relatively small influence of faster traction on 
the speed of the whole process of goods transport by 
rail stems from the fact that the handling of traffic in 
the stations, loading, unloading and shunting oper- 
ations take, on average, much more time than the 
movement of trains between stations. The result is 
frequently not only that the transport takes a longer 
time, but also that the utilization of the railway equip- 
ment is lower—and hence the cost of rail transport is 
higher—than it could be with faster terminal and 
intermediate services. 


The delay of the wagon caused by loading, unloading 
and marshalling operations depends partly on the 
technical efficiency of freight and wagon handling and 
partly on the established practices of the railway 
administrations and their customers. The importance 
of these factors for the utilization of freight wagons 
and the speed of transport operations is very great. 
The average haul of freight transport by rail in most 
European countries varies only between 100 and 250 
kilometres (Table 6), but the average time taken from 
when a wagon is loaded until it can be loaded afresh 
varies between 4 and 12 days (Table 17). The very 
high average turn-round time shown in some coun- 
tries may be partly associated with the necessity of 
keeping a surplus of equipment to use in periods of 
peak traffic; but it is due essentially to the practice 
of keeping wagons standing on sidings—private or 
otherwise—by firms which are short of storage space 
or of labour for loading and unloading, and by 
operations at marshalling yards. The average daily 
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TABLE 17 


Utilization of railway equipment in 1954 


Wagons Passenger carriages Locomotives 
; Е И a 
ЛЕ urn-round P -km. Unit-km. 5 
Country а Sp sma per) Lonecapacity, | time | в: He HP. 
Percentage Я 
Thousands | increase | Days | Thousands ее Thousands 
since 1930 since 1930 
ты ВИ een ВЕНЕ ВАЙ Mane SEN NS eles 
ОУ а 11 ae a 61 
Finland ТИ 10 101 ee 28 33 9.1 
а о ов Ц 9 25 55 27 113 4.9 
Sweden ee eat 9 2 5.8 ¢ 23 83 Ais 
Warcoslayiaigs sas bert cor 8 133 4.3 34 127 10.1 
Western Germanye .. . 8 88 5.5 26 136 4.7 
switzerland’. =) ss 4. 8 4 2.9 с 21 71 4.7 4 
решена aise tise. Te oa 4.4 72 289 77 
Norway Sore whines a 40 Tee 23 138 4.6 
yoni од. 6 34 ae PAS) 
Luxembourg 6 im 2.4 15 ae 4.2 
Italy . РИ < ВТ 5 30 12.5 с 33 157 4.4 
Роли т: th us 5 52 5.8 с 23 145 7.0 с 
Portugal . 5 —10 23 105 se: 
France . 5 14 11.8 20 35 3.4 
Belgium о INE 4 —13 я. 21 48 3.9 
Greeceic Ja, alee 3 77 se 55 172 3.3 
United Kingdom tf. 2 12 12.0 13 13 
Hungary . 3.0 
Rumania . 4.3 8 
Poland . 04 
Soviet Union . 6.7 


Sources ; International Railway Statistics, Paris, and national statistics. 

Note. — Figures for turn-round time may not be strictly comparable 
between the eastern and western European countries. For the western 
European countries the average turn-round time has been calculated by the 
secretariat on the basis of the total wagon park (including privately owned 
wagons) plus the net balance of wagons exchanged with other railway systems. 
Data shown for Hungary, Rumania, Poland and the Soviet Union, however, 
are official figures and may exclude wagons under or awaiting repair or not 
currently used in traffic. Private railway systems are included where important, 
with the exceptions mentioned below. 1930 figures relate to pre-war territory. 


movement of wagons under load (derived by dividing 
the average length of the haul by the average turn- 
round time) is only 10 kilometres in the United 
Kingdom, about 20 kilometres in France and Italy 
and between 30 and 40 kilometres in western Germany, 
Switzerland, Austria, the Netherlands and Denmark. 
In eastern Europe and Yugoslavia, on the other hand, 
it is between 40 and 50 kilometres and in the Soviet 
Union it is over 110 kilometres. 


By and large, the highest daily movement of railway 
wagons under load is found in countries where invest- 
ment in wagons has been kept low and where the 
volume of traffic has grown rapidly. This is the case 
particularly in all the eastern European countries and 
the Soviet Union. In these countries, the wagon 
shortage has been so serious that railway administra- 


@ In descending order of utilization of wagons. 

5 Unit-km. have been calculated on the basis of 1 passenger-km. = 1 ton-km. 
с National railways only. 

Я Swiss Federal Railways and Bern-Lcetschberg-Simplon Railway only. 

е Excluding less than wagon-load traffic. 

f Excluding Northern Ireland. 

& 1955, 


tions have had to ensure that no more than the mini- 
mum time is spent in the loading and unloading 
operations even on Sundays, and that wagons are 
kept on the move.!” 


By contrast, the use of railway wagons as storage 
space by shippers or by their customers bears the main 
responsibility for the bad average turn-round time 


12 However, even in the Soviet Union, where the average 
daily movement of the wagons under load is highest, nearly 
two-thirds of the wagon turn-round time is taken up in the 
loading, unloading and marshalling operations, as shown by the 
following figures of the average time (in days) used for various 


Operations: 
МочетевЕ ts bs’ ao) omits, ре nom eens cee 1.4 
Immobile at intermediate stops ...... 0.7 
Immobile at technical stations. ......, 2.7 
Immobile in loading and unloading .... 2.0 


Source: Т. Khachaturov, Voprosy Ekonomiki, No. 3, 1956, р: 96. 
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CHART 2 
Average prices paid for railway transport in 1954 


Average revenue 
from goods traffic 
US cents per ton-km 
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ра = 


0 1 2 
Average revenue 
from passenger traffic 
US cents per passenger-km 


А - Austria L - Luxembourg 

В - Belgium М - Norway 

CH - Switzerland NL - Netherlands 

D - Western Germany P - Portugal 

DK - Denmark S - Sweden 

E - Spain SF - Finland 

Е - France T - Turkey 

GB - United Kingdom USA - United States 
GR - Greece USSR - Soviet Union 
I - Italy Y - Yugoslavia 


Sources : International Railway Statistics, Paris, and national statistic. 
@ At the official rate of exchange of 4 roubles = 1 US dollar. 


of wagons in many western European countries. It 
should be noted, however, that the figures given above 
are averages, and that wagons used on shuttle services 
hauled by single trains without intermediate mar- 
shalling operations, and loaded and unloaded quickly 
by mechanical handling at terminals, have far better 
performances ; for instance, 10,000 privately owned 


wagons (controlled by the Société de gérance des 
wagons de grande capacité), representing only 3 per cent 
of the French wagons, carry annually 20 per cent of 
all the tons transported by the French railways. 


The average wagon-load in western European coun- 
tries is approximately two-thirds of wagon capacity. 
It varies considerably between countries, however, 
depending to some extent on the nature of the goods 
loaded and on other factors, but also on the incentive 
given by the tariff system to full utilization of the 
available capacity. In the United Kingdom, where 
the utilization of the railway rolling stock is by far the 
lowest in Europe, the fifteen-year plan for modern- 
ization and re-equipment provides for large investments 
in more rapid tractive power and in adapting the wagon 
stock, rail network and signallins equipment to the 
needs of faster movement. These investments, how- 
ever, are not expected to raise the daily movements of 
wagons under load by more than a third, unless 
transport users collaborate in reducing the time during 
which wagons are held up at terminals; and even in 
1970 the efficiency of utilization of the freight rolling 
stock in the United Kingdom may remain lower than 
it is at the present time in many other European 
countries. 


The fact that freight wagons are immobilized be- 
tween 75 and 90 per cent of the time in all western 
European countries adds, of course, to the capital 
costs of the railways. The rate of utilization of the 
equipment is, however, of still greater importance 
to the costs of passenger traffic, because the costs of 
equipment are much larger. While the prices of goods 
rolling stock come to about $200 per ton of loading 
capacity (excluding the tractive unit) the prices for 
passenger rolling stock vary from $1,200 per passenger 
seat for second-class coaches to $5,000 for sleeping 
cars. By assuming average rates of utilization corre- 
sponding to those given in Table 17, one arrives at the 
result that capital cost for passenger carriages amounts 
to around 0.25 U.S. cents per passenger-kilometre, 
while that for goods wagons is only about half this 
figure. It can be seen from Chart 2 that the typical 
revenue per passenger-kilometre is around two-thirds 
to one U.S. cent, and that per ton-kilometre around 
one-and-a-half to two U.S. cents, in western European 
countries. Capital costs of the passenger carriages 
alone thus correspond, in most cases, to between 
one-fourth and one-third of total revenue from 
passenger traffic, while the corresponding percentage 
for goods traffic seems to be only between 5 and 
10 per cent. 


The high capital costs of the passenger rolling stock 
are also a factor that puts passenger traffic by rail at a 
disadvantage compared with passenger traffic by road. 
While the capital costs per ton of loading capacity 
are about the same for goods wagons and for lorries 
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(including in both cases the appropriate share of the 
power unit) the capital cost of railway passenger 
rolling stock 13 per seat is five times as high as that 
of buses.'4 


Although the average haul of lorry traffic is much 
shorter than that of rail traffic, lorries are immobilized 
by loading and unloading operations for a much smal- 
ler part of the total operating time than are wagons. 
The quick turn-round time of the lorries is due prima- 
rily to the impossibility of keeping the drivers of the 
lorries waiting. A comparison between wagons and 
lorries is given in the figures below, which should 
however be taken to represent orders of magnitude 
only owing to the lack of precise and comparable 
statistics. 


Estimated Utilization of Capacity of Lorries 
and Railway Wagons in 1954 
Average haul in kilometres 


including short-distance 
traffic 


1,000 ton-kilometres per 
ton capacity per year 


Lorry Wagon Lorry Wagon 
tavern. te ae 28-30 5 88 263 
Western Germany 12-13 8 38 189 
WCE lean. =) ee 13-14 9 16 230 
United Kingdom 11-12 2 34 117 
Prance. 2.5 3 « 9-102 5 25 246 
Sources and methods: See Appendix В 


@ Very crude estimate. 


The figures in the table above are all the more 
remarkable because they tend to understate to a very 
large extent the degree of utilization of those lorries 
which compete with the railways, since they include 
small lorries performing only delivery and collection 
services. Heavy lorries with trailer combinations are 
used in Italy and western Germany about eight to 
ten times more intensively than railway wagons per 
ton of loading capacity. In Italy heavy vehicles carry 
a total volume of goods traffic which is a third higher 
than the total freight transport by rail in terms of 
ton-kilometres. 


While the average utilization of railway wagons is 
considerably higher in eastern Europe and the Soviet 
Union than in most of the western European coun- 
tries, the comparison in the case of lorries is in favour 
of western European countries. The average annual 
performance per lorry is about 33 thousand ton- 
kilometres in the western countries for which informa- 
tion is available. For Poland, however, it is no higher 
than 15 thousand ton-kilometres and in the Soviet 
Union the transport performance per lorry does not 


13 Apart from light motor rail cars, which are more similar to 
motor coaches than to traditional railway rolling stock. 

14 Moreover, it weighs five times as much, while for freight 
rolling stock the weight per ton of capacity is about the same, 
in rail as in road transport. 


seem to be much higher.1®> To some extent this may be 
due to the bad state of the roads and insufficient 
vehicle repair facilities,® but it mainly reflects the 
different tasks assigned to road transport in various 
parts of Europe. In the Soviet Union, for instance, 
the average haul of road motor transport in both large 
and small transport enterprises amounts to only 10 to 
11 kilometres. This figure shows that the lorry does 
little more than substitute for the horse-drawn wagon 
in delivering goods to or from the nearest rail-head and 
in providing other local delivery services. In view of 
the heavy strain on railways in the Soviet Union and 
eastern Europe the question may be raised whether 
a transfer of a part of the relatively short-distance 
rail transport to lorries could not relieve the pressure 
on the whole transport system. 


Railway Deficits and Taxation of Road Traffic 


It is well known that nearly all railway systems in 
western and southern Europe have to rely on subsidies 
in order to cover their costs. The overall railway 
deficits shown in Table 18 give, however, in many 
cases a distorted picture of the economic position of 
the railways because the amounts set aside for deprecia- 
tion and capital charges bear little or no relation to 
reinvestment costs. Previous inflation is only one of 
a number of reasons why the sums set aside are 
generally below what would be required if amortiza- 
tion were provided for at replacement cost. 


A somewhat better idea of the real position may 
be obtained by comparing the surplus or deficit on 
operating account given in column 5 of the same table 
with the actual expenditure on gross investment in 
column 6. It should be noted that, since the expenses 
for pensions to retired railway personnel vary con- 
siderably between countries, depending on the labour 
policy followed by the railways and the fortuitous way 
in which the pension schemes are financed, expenditure 
on pensions has been excluded from the operating 
account and shown separately. Even so, in nearly half 


15 Tn an article entitled “ Towards a Better Utilization of Auto- 
mobile Transport ” by A. Тагапоу, it was stated: “ The extent 
of the great reserves in the capacity of the automobile transport 
can be seen from the work done per lorry. This varies from 8 to 
30 thousand ton-kilometres in different ministries and enter- 
prises... In 1950, the transport work of each lorry amounted 
to 5-6 thousand tons and 30-38 thousand ton-kilometres in the 
large transport enterprises and 1-2 thousand tons and 8-20 
thousand ton-kilometres in the small ones” (Planovoye Kho- 
zyaistvo, No. 8, 1951, pp. 57, 60). Since 1950, the productivity 
of the lorries has increased by 19 per cent according to the 
Gosplan announcement of 25 April 1956 on the fulfilment of the 
Fifth Five-year Plan. 


16 In a recent article A. Galitski stated that as many as 400,000 
Soviet lorries are normally either undergoing or awaiting repair. 
Planovoye Khozyaistvo, No. 3, 1956, p. 55. According to the 
studies of the All-Union Scientific Institute for Roads the annual 
losses from bad roads amounted to several billions of roubles. 
(T. Khachaturov, Voprosy Ekonomiki, No. 3, 1956, pp. 93-94). 
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TABLE 18 


Revenue and expenditure of railways in western European countries, average of years 1952-1954 
В as, cl cd hl В 


2 : Operatin 
Total Total eis ре Ни ь о Pensions 
оо геуепие expenditure ouldencit expenses Oe ic ee 
Millions of dollars ennai eee Percentage of operating expenses 

2 
Netherlands .. . 99 98 1 69 43 ae 
аут fg... пора 305 397 —23 325 —11 19 [5 
Е О ИР 148 189 —22 116 16 34 32 
Sweden iver еее И в 228 236 —3 167 35 31 17 
Ве vars i ale eee 227 234 —3 152 37 45 35 
Spang. iat эн. Fee 146 173 —16 159 —11 ss 2 
Western Germany 1 234 1 440 —14 941 22 23 с 20 
Рога ene 23 27 —16 р —7 8 2 
Switzerland 90.) . 2-0) 6 175 173 1 119а 36а 23 Ag 
Finland ayers 9 Se 103 101 2 93 8 38 с 7 
Denmarkies сей > 63 74 —14 63 —8 20 2 
Greece:Ge ae: view Glaus р of = 18 —30 10 Pe 
т о ae 1400 1536 —9 1141 —3 39 12 
United Kingdome . 1176 f т 10918 78 14" a 
Bulgaria ” р 202 172 Hg 1281 БС 261 5 
(EuxembOureess Е 25 25 1 16 41 25 36 
INotway a al) SOE 286.7% 51 61 —18 55 _9 47 1 


Sources : International Railway Statistics, Paris, and national statistics; 
for gross investment see Appendix 8. 


Note. — The figures given in the table for total revenue, total expenditure 
and over-all surplus or deficit are not comparable between countries, because 
of the important differences in the way in which revenue not related to traffic 
and interest and capital charges are recorded. 


@ In ascending order of operating expenses per unit of traffic in 1954. 


Ь Operating expenses exclude pensions and renewals; operating revenue 
excludes revenue not related to traffic. 


С Average of 1953 and 1954 only. 


the countries railways have operating deficits, so that 
obviously there is no surplus for either their reinvest- 
ments or their pension payments. But, in addition, 
some of the railways which do have operating sur- 
pluses have too narrow a margin either to cover 
current investment costs or to make reasonable 
provision for necessary renewals over a longer period. 


Sweden, Switzerland and the three Benelux countries 
are the only ones where the railways seem to have a 
comfortable margin of revenue over operating costs. 
All of these countries, except Sweden, have consider- 
able revenues from transit traffic, and in Switzerland 
and Luxembourg the average revenue per ton-kilo- 
metre for goods transport is twice as high as in other 
European countries (see Chart 2). In most western 
European countries the average revenue per ton- 
kilometre was one-and-a-half to two U.S. cents in 
1954 as mentioned above. However, the Netherlands 
railways, as a result.of low costs and large revenues 
from a very dense passenger traffic, have been able 
to charge somewhat lower prices for freight transport, 
and to accept a considerably lower average revenue 


4 Including pensions. 
е Excluding Northern Ireland. 


f Figures for total expenditure and surplus are available for the British 
Transport Commission as a whole, but not for the railways alone. 


& Including pensions and renewals. 

h At the official rate of exchange of 6.80 leva = 1 U.S. dollar; 1954 only. 
? Including depreciation. 

J Renewals only. 


from this traffic, without running into deficit. Italian 
railways, too, have very low average revenues from 
goods traffic owing mainly to the diversion to road 
traffic of some high-rated goods and to some parti- 
cularly low tariffs granted in order to subsidize agri- 
culture or particular industries and regions. Аза 
result, the Italian railway system, in spite of its fairly 
low average costs, shows one of the largest deficits in 
Europe. An attempt has just been made, in Septem- 
ber 1956, to improve the situation by considerable 
increases in rates. 


There is little information available about costs of 
railway transport in eastern Europe; but railway 
policy is based, as in the Soviet Union, on the principle 
that railway rates should cover the full costs of the 
railways. In the Soviet Union railway costs are low, 
and the average revenue per ton-kilometre for goods 
transport (measured at the official exchange rate 
between the rouble and the dollar) is lower than in 
any European country. The main reasons for the low 
costs per ton-kilometre of goods transport in the 
Soviet Union are the very long hauls, the larger loading 


а 


gauge and the extremely high degree of utilization of 
both network and equipment. Moreover, passenger 
traffic seems to cover its overhead costs to a larger 
extent than in western European countries, since 
tates for passenger traffic are much higher in relation 
to rates for goods traffic. 


It is impossible to make a clear distinction between 
expenditure on account of passenger traffic and that 
atiributable to goods traffic on the railways. Track 
cost, expenditure on signalling, much of the expenses 
in stations, certain expenses for traction and most of 
the capital costs are common to goods and passenger 
traffic. Costs of loading, unloading and other freight 
handling together with marshalling costs, are peculiar 
to goods traffic and the estimates for marshalling costs 
only seem to range between 10 and 35 per cent of 
total costs of freight traffic.” On the other hand, 
capital costs on rolling stock are, as shown above, 
much larger for passenger traffic than for goods traffic, 
and this is also true of maintenance of rolling stock. 


The relative importance of the specific costs for 
goods and for passenger traffic, respectively, differs 
from country to country according to the relative 
importance of the two types of traffic, the degree of 
utilization of the two types of equipment and a number 
of other factors. It is therefore not possible to pass 
any general judgement as to how far the specific costs 
per passenger-kilometre are generally lower or higher 
than those per ton-kilometre, nor whether it is reason- 
able to allocate common costs with the same amount 
per passenger-kilometre and per ton-kilometre.!® It is 
highly improbable, however, that the specific costs 
per passenger-kilometre should be half or less than 
half of those per ton-kilometre. As can be seen from 
Chart 2, however, this is the relation between the 
revenue per passenger-kilometre and the revenue per 
ton-kilometre in a large number of western and 
southern European countries. It seems, therefore, 
that in many countries passenger traffic is either sub- 
sidized by goods traffic or is responsible for most 
or all of the railway deficits. 


It is often argued that one of the reasons why the 
railways in western Europe are losing traffic to the 
roads is that the railways, in contrast with road trans- 


17 The latter figure refers to western Germany, the former 
to the Soviet Union where the number of junctions and sidings 
is much smaller in relation to the average haul of goods traffic 
than in western European countries. 

18 It can be seen from the chart that, in contrast with the 
situation in western European countries, revenues per passenger- 
kilometre, not only in the Soviet Union but also in the United 
States, are about twice as high as revenues per ton-kilometre. 
Costs per ton-kilometre of goods transport in the United States 
are, however, relatively low for reasons similar to those mentioned 
above for the Soviet Union, but it is unanimously considered 
that receipts of passenger traffic in the United States do not 
even cover the specific costs of this traffic and many railway 
companies have asked permission to raise passenger fares. 
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port, have to pay for their track costs. It was shown 
above that in actual fact there are very few western 
European countries where the users of the railways 
pay the total costs of the railways (although goods 
traffic may pay its full share). The estimates given 
below, covering the average for the years 1952-1954, 
illustrate the extent to which road traffic as a whole 
pays its track costs by way of taxes on vehicles, fuel 
and motor transport. 


Estimated 
taxation 
(including 
taxes on 
motor- 
cycles) 


Estimated 
taxation Expenditure 
(excluding on roads 
taxes on (gross in- 
motor- vestment plus 
cycles) maintenance) 


Expenditure 
on roads 
(gross in- 

vestment plus 

maintenance) 


Dollars per motor vehicle 


Millions of dollars (excluding motor-cycles ) 


Halve ее 310 230 310 246 
Finland see 33 86 290 788 
United Kingdom 10552 333 260 83 
Вон 138 75-80 260 143-153 
Netherlands . . 76 ri 250 

Denmark ... 64 46 250 187 
Western Germany 435 387 240 220 
Swedens 9. 24; 135 131 240 239 
Switzerland. . . Sy, 61 210 237 
INOIWays eee 35 43 200 244 
Austtiay Serer 27 60 190 451 
Еее. 575 488 160 140 


Sources and methods : See Appendix В. 
Note. — The figures for taxes are partly estimated; they include annual 


taxes on vehicles, purchase tax, transport taxes, customs duties on vehicles 
and parts and taxes on fuel. 


@ Of which purchase tax, 213 million dollars. 


The figures give an impression of the varying degree 
to which motor vehicles as a whole pay their track 
costs. In some countries all the taxes paid by motor 
vehicles, including transport taxes, purchase tax and 
customs duties, amounted to less than expenditure on 
roads although this latter item covers only gross 
investment and maintenance but not the cost of 
traffic police, street lighting, ес.1? There are few 
countries where taxes on road traffic, after covering 
expenditure on roads, contributed to general tax 
income to any significant degree, and among these 
Italy was the only one where this was due to a parti- 
cularly high level of taxation per vehicle; in the United 
Kingdom the surplus was mainly due to the low level 
of expenditure on roads in the period covered by the 
table. 

It has not been possible to split road traffic taxation 
by types of motor vehicles or to attribute road invest- 
ment and maintenance costs to different types of 
user; but, as far as can be judged from the information 


19 There are, of course, other road users than motor vehicles, 
particularly on local roads, but in the countries listed above 
these account for a very small share of total traffic and the share 
of total road expenditure which can reasonably be attributed to 
them is still smaller. 
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available, there seems to be a general tendency for 
passenger cars to pay a larger share of total motor 
vehicle taxation than the share of total road expen- 
diture which may be attributed to them—not 
an unexpected conclusion, since the case is much 
stronger for a general tax on passenger cars than for 
a tax on commercial vehicles. The tendency for 
passenger cars to pay relatively more taxes than do 
commercial vehicles implies, however, that commercial 
vehicles may not be paying their full track costs, 
except perhaps in the few countries which show a 
substantial overall surplus of taxes over road expenses. 


For roads, as for the railway network, there are 
conflicting views as to whether the users should pay 
fully for the services they receive or should have 
access to them freely or at reduced prices. The first 
point of view is, however, gaining ground, partly 
because it is desired to provide fair conditions of 
competition between various means of transport and 
partly because it is felt that the relatively well-off 
group of private motorists should at least pay the full 
costs of the benefits they obtain from their extensive 
use of the road network. 


It is often argued that only maintenance, but not 
investment costs, should be taken into consideration 
in the calculation of prices for utilization of the 
transport network, be it rail, road or waterways, 
because once the investments are made it is most 
economical to secure maximum utilization of the 
existing capacity. It is, however, doubtful whether 
this principle should be applied to means of transport 
for which a rapid and steady increase in capacity 
utilization can be foreseen even if the users have to 
pay the full costs. In such cases the result of letting 
them pay less is only to bring the day nearer when new 
and perhaps still more costly improvements and 
enlargements of the network have to be undertaken. 


There is, however, another very important argument 
for letting the users pay fully for the utilization of the 
transport network. Virtually all investments in the 
European transport network are public investments 
subject to political decisions and, therefore, a play- 
ground for sectional economic interests and local 
pressure groups. The influence of such pressure 
groups becomes much more dangerous if it is known 
that the investment, once undertaken, will be paid 
for not by the individual user, and not even by the 
town or region which will benefit from it, but by 
taxpayers in general. 


The idea that the costs of the transport network 
should be paid not by the users but by taxpayers in 
general, is often defended by reference to the public 
interest in supporting and developing poor regions; 
and if transport policy is based on the principle that 
the users should pay, some deviations from the basic 
principle in favour of such regions may be unavoidable. 


In actual practice, however, such deviations are very 
often made in favour of wealthy and highly industria- 
lized regions—for instance, state support for the 
construction or operation of underground railways, 
suburban highways and similar investments which 
benefit almost exclusively the local populations in 
these places. Measures that make it possible for the 
inhabitants and enterprises in congested areas to avoid 
paying the costs of the congestion tend only to conceal 
the true costs of production and the true cost of living 
in different localities, and thus tend to counteract 
the measures taken to decentralize industry and 
prevent further concentration of the population. 


Differences in Costs of Goods Transport by Rail 
and Road 


The difficulties of evaluating the degree to which 
lorries and freight trains respectively pay their track 
costs, and of distributing railway costs between 
passenger and freight traffic, prevent any precise 
comparison of costs of railway and long-distance road 
goods transport in western Europe. Nevertheless, 
the information about costs of road and rail transport 
given above may provide a general impression of the 
order of magnitude of the discrepancies in average 
costs. It was shown above that costs of long-distance 
road transport on heavy lorries in the few European 
countries for which information is available seem to 
have been about 2 to 3 U.S. cents per ton-kilometre 
in recent years, and if road costs could be included 
instead of lorry taxation the range would probably 
remain the same. 


If operating costs per unit-kilometre are taken as 
a rough expression for operating costs per ton- 
kilometre, the 1954 average for western European 
railways—admittedly very untypical—is around one- 
and-a-half U.S. cents. To this should be added an 
allowance for capital costs which, judged from the 
information given in Table 18 (column 6) and Table 10, 
could not reasonably be set lower than 20 per cent. 


Rail traffic predominantly consists of low-cost 
regular bulk shipments of commodities such as coal 
and ore, which are transported, at considerably 
lower costs than other products, mainly between 
private sidings thus avoiding costs of trans-shipment. 
It may well be, therefore, that average costs of rail 
transport for other products are not very different 
from costs of modern road transport even over long 
distances and then it should be noted that differences 
in the quality of the service do not enter into this 
calculation. 


The attempt made above to arrive at a rough idea 
of the order of magnitude of costs of goods transport 
by rail and by road in western Europe is not only 
hazardous because of the paucity of part of the 


information on which it is based, but it is moreover 
of limited significance because of the great differences 
in transport costs between the western European 
countries. The order of magnitude of differences in 
transport costs between various localities inside coun- 
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tries is, however, still larger, particularly on the side 
of the railways, as has already been mentioned. This 
regional problem together with the closely related 
questions of rate and taxation policy will be dealt 
with in the following chapter. 


gees) 
ro Г as я 
vA } eh BA wu 
о ГЫ NOD wy вит 
if. AS Ae te eS Ao ee ЦЕ eR 
7 лее 8 
у 
бы.’ 
% Ti 
by 
por ' 7) SS 
р ) > if 
vi ey . 
f -_ 
в в. a 4 $ 1 В 
uM, PES) 4 oud г ie ет 
АЕ Сил 1 a toh М ам, Bi х 
у Зоя ra tw к} . ¥ a 
ee (hy sw Полы > bat | , “ae 
ae a) Hires whee (oP ie 
silelag га |‘ бра = 
re et a «т ie thy ФРУ ce ag Sate 3e 
Oe Teh 2 oid inc ody ды eels 
eee be (tac cin © ide wale Lens 


ae ee Oe ЛА Ge Ue ey ye ae 
ee ee Вит & tiny зи fing ihe day нов 
ee Saat 5 tint ных оочень Aes 
ere. << sini ove Baty bo be щи 

Кин jcc 
Seay Иа 
Sete tet. versie i eeotmeny вк thy 
Ор Тори eater), are mule jiveptomnitty - 
pe te pba! око aon, caeieton, а play: — 
vel fer wend caongs bewwte. emt oe 


iy Unie way be, ak 


Gti Very Minsk) ATpunets 


ny ia 
а sa 
or рт; + pony ob, “eatin an 


д 

интим длин: ды боди 
pons О № 
име эми, иди мире 
fd осо нае acre: боя aston 4 
Arete зе О той поели sites ИГ 
cl. ty НР ВИО 
wis ое МАЕ 64 : р 
if Г Bae] “У. ae rag о 
Jo of фо et only 0 
’ чин & 4 Nnpesoe Ss 
ust bee "we SO tie 
pire Г net ame 326 ixcraaneaney ” 
и омск of Se СПА 
$} 


$79 
з ip 
7 aid 
sat в git is 
& Г Airs 
~ _ ene, | =. 
р 2 
a ~A) 
в т В. 


а f > z 
1o@ bee Lae “pws . 
= a i peace pa. 
a pa ky het ial 
co. 4 paper oe У lowe та 
а" 

ТЯ ИРУ 2 ое 
A > заб ВУЗА ЗЕ | 
ad = ый, {= 
Е ны м 


Я И 


| +e 


Chapter VI 


LONG-TERM ASPECTS OF TRANSPORT POLICY 


Transport policy is most often discussed within a 
very limited time perspective. The large amounts of 
capital needed and the extremely long life of invest- 
ments in the transport network, as well as the influence 
of transport policy on industrial location and regional 
development, make it necessary that the problems of 
transport policy be seen also in a perspective of 
several decades and as an integral part of long-term 
economic policy. To provide the background for a 


discussion of the issues involved in such a policy, the 
following two sections consider, first, the prospective 
demands for European transport over the next 
several decades and, secondly, the influence of 
transport policy on regional development. A third sec- 
tion will then deal with the institutional factors which 
act as a deterrent to modernization of the transport 
system, and the chapter ends by pointing to the impli- 
cations of the analysis for future investment policy. 


1. FurureE TRENDS IN THE VOLUME OF TRAFFIC 


Any attempt to forecast economic trends as a basis 
for policy decisions always encounters a major 
difficulty in that these trends themselves depend in 
part on the policy to be followed. Demand for 
different transport services is particularly difficult to 
forecast because of the decisive influence of policy 
measures both on the growth of the over-all volume 
of traffic and, still more, on the demand for the 
services of each particular means of transport. 


Transport policy influences the volume of traffic 
partly through its influence on prices of transport 
services and partly through increases in demand for 
transport stimulated by improvements in facilities. 
Transport policy also influences industrial location 
in the longer run and this, in turn, gives rise to popula- 
tion movements, so that the demand for both goods 
and passenger transport is thereby changed. More- 
over, other economic policies—ranging from general 
policies affecting the rate of over-all economic 
expansion to particular measures that facilitate or 
restrict the movements of goods over frontiers—may 
have a great influence on the volume of transport. 
The importance of the latter type of policy was 
demonstrated in the period after the opening of the 
common market for coal and steel among the members 
of the European Coal and Steel Community. The future 
volume of transport can be forecast only on the basis 
of explicit assumptions about those economic policies 
which directly and indirectly influence its growth. 


No attempt will therefore be made here to arrive 
either at quantitative forecasts of the volume of 


transport at any future date or at any expected 
average rate of growth of the demand for transport. 
Such forecasts would in any case be of little use 
unless they went so far as. to indicate different rates 
of growth for various countries in Europe and for 
various regions and traffic lines inside these countries. 


Attention will instead be centred on the factors 
which are most important in determining the demand 
for various means of transport, and on the changes 
which these factors are likely to undergo in the next 
several decades. 


Probable Trends of Passenger Traffic 


Transport of passengers has been growing rapidly 
in Europe in recent years, and there is no doubt that 
it will continue to do so. But this does not necessarily 
mean that demand for commercial passenger transport 
services will continue to grow. In western European 
countries half or more of all passenger transport takes 
place in private cars and private motoring has in the 
past been growing much more quickly than commer- 
cial traffic, as can be seen from Table 1. In recent 
years the number of passenger cars has risen at annual 
rates of between 15 and 25 per cent in most western 
European countries. Although it is to be expected 
that this rate of increase will eventually slow down, 
it seems likely that, except in the event of war or 
economic recession, private motoring will continue to 
grow fast enough to have serious repercussions on the 
demand for both bus and rail services. 
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TABLE | 


Passenger traffic by road and rail in 1955 


ee a eee 
Passenger cars per | Motor-cycles per | Daily journeys by Daily journeys by Rail revenue 
thousand thousand bus per thousand railway per thousand from passenger 
inhabitants inhabitants inhabitants inhabitants traffic as per- 
Country 4 centage of total 
1950=100 revenue from 
Number 1950 = 100] Number 1950 = 100] Number 1950 = 100} Number Number aoe railway traffic 
Swedenle ss 88 244 406 1336 a Se 46 78 90 Baie 
United Kingdom 4 72 ЛУ 25 165 3274 1014 55 100 93 37 
France imams 69 163 79 € 28 32 90 102 33 
Luxembourg 69 216 30 191 106 108 108 Я 
Switzerland . + 54 174 43 269 148 99 105 46 
Belgium 50 158 5 67 98 106 34 
Юевтаткани йе - 50 180 28 248 a я 72. 104 92 58 1 
Western Germany 36 287 71 2501 63 204 85 100 110 29 
Norway % 36 179 18 285) 2: Е 33 104 99 43 i 
Netherlands. . . 25 182 60 406 81 113 47 108 ENS 56 
Austria ei 2 oe 21 277 43 219 54 т. 64 120 127 22 
Binlandestea в с 20 301 13 556 fi bi 24 80 103 23 ; 
Ttaly ee bey 18 250 55 390 208 164 8 33 104 107 561 
Portugal 10е 138 е 1е 187 е Я 115 УР 48 
Spain. =: 4e 128 € 2е 343 е ive 105< 108¢ 31¢ 
(Е 5 оное 2е 165е a4 5) 151 ЛС 
Turkey jee. Е. 1 194 0.4 247 7 97 137 24 
Yugoslavia 0.7 180 0.7 101 5 91 26 54 83 19 
Bulgaria 0.3 е 20¢ 30е 
Czechoslovakia = ot 122 р 
Е. Germany ЭХ 310 155 109 126 
Hungary 39 466 95 136 137 
Poland Бозе 15 187 94 135 124 
Soviet Union . . 


Sources : International Railway Statistics, Paris, and national statistics. 


Note. — Rail traffic: Private railways are included where important, 
Where the data cover more than one railway system in a country an estimate 
is made of the number of through journeys to exclude duplication in cases 
where this is thought to be important. Bus traffic; Excluding urban traffic. 


@ In so far as possible, in descending order of number of passenger cars рег 
inhabitant. 


b Heavy motor-cycles only. 


Air traffic in Europe has so far been too small to 
exert any significant influence on the volume of 
passenger travel by rail. In the United States, however, 
air traffic is the only form of commercial inter-city 
passenger traffic which has expanded recently 
(Chart 1). Although the increase in air traffic partly 
represents additional travelling, Из rapid rise, 
together with the sharp increase in private motoring, 
has contributed to the declines in passenger traffic, 
both by rail and by bus. 


In Europe, also, it is clear that air traffic will 
eventually replace a large part of the passenger 
traffic by rail over long distances; but, because of the 
high population density and short distances between 
towns in most of Europe, air services cannot compete 


с Excluding private railways. 

d Excluding Northern Ireland. 

е 1954, 

Л Estimate based on data with incomplete coverage. 
8 Including non-urban trolley buses. 

й Includes some local traffic in small towns. 

i 1954/55. 


for the bulk of passenger traffic by rail at least until 
technical improvements change the conditions for 
short-distance air travel. The short distances between 
towns, on the other hand, imply that the competitive 
position of railway passenger transport in relation to 
travel by private car will be weak, except perhaps 
for suburban traffic around towns with serious traffic 
congestion. 


In most western European countries, receipts from 
passenger transport account for between one-third 
and one-half of the railways’ revenue. Road traffic 
congestion in and around the big European cities will 
probably cause increases in traffic on modernized 
suburban lines; but it seems unlikely that the increases 
in national income in the next decades will bring to 


CHART 1 


Inter-city commercial transport of passengers 
in the United States, 1947-55 
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Source: Survey of Current Business, May 1956, p. 19. 


most other railway lines in western Europe a sufficient 
number of new passengers to counterbalance the 
losses to road on the short and medium distances, and 
to air on some of the long journeys. Although this 
may not occur within the next few years, revenue 
from passenger traffic may in the long run decline 
rather than increase, and this is probably going to 
happen whatever price policy the railways may 
choose to apply to passenger traffic. 


It was mentioned in Chapter 5 that the average 
revenue from passenger traffic per passenger-kilometre 
seems to be far below average costs in some countries, 
and it is well known that the same is true in all 
countries for the lines which have sparse traffic. On 
the secondary lines with sparse traffic, a raising of the 
non-remunerative rates would hasten the process of 
substitution of road for rail and bring nearer the day 
when the lines would have to be closed down, either 
for passengers alone or for all traffic. The profitability 
of any investments made on these lines with a view 
to increasing the facilities offered to travellers would 
be very doubtful. In this connexion, it should be 
noted that buses have the advantage over normal rail 
passenger equipment that their lifetime is shorter and 
the capital cost per passenger-seat much lower. 


1 Long-distance travel by rail on main lines between points 
where air services are either inconvenient or non-existent will, 
of course, continue to be patronized on a large scale by travellers 
who do not require their own motor vehicles at their destinations. 
But it may be safely assumed that tourists and other travellers 
needing or wanting to stop between their starting point and their 
final destination will prefer motoring to rail travel, mainly 
because of the greater flexibility in movement which motoring 


offers. 
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On the main lines, a raising of rates over long 
distances would probably not cause a proportionate 
loss of traffic and may be a means of raising total 
revenue for a number of years. In the longer run, 
however, the future of rail passenger transport does 
not appear to be bright even if the present policy of 
low passenger rates should be continued; and this 
has serious consequences with regard to the depre- 
ciation of investments which might be made now with 
the cbject of improving the speed and convenience of 
long-distance passenger travel by rail. Where such 
investments are undertaken, fares will therefore have 
to be fixed at levels that permit a relatively quick 
depreciation of that part of the investments which is 
specific to passenger traffic. 


In southern Europe, the total volume of passenger 
travel is still very low, and is bound to increase con- 
siderably with future increases in national income. 
However, a considerable share of this increase will 
probably be in travel by road, particularly in areas 
ill-provided with railways; the profitability of railway 
investments undertaken primarily for passenger traffic 
is therefore as doubtful in those countries as on 
secondary lines in countries where the network is 
more developed. In most eastern European countries, 
rail passenger traffic is fairly heavy, partly because of 
lack of facilities for road transport and, at least in 
some of these countries, because of very low rates for 
rail passenger travel in relation to prices of other 
consumers’ goods. Unless or until there is a change of 
policy in these two respects, passenger traffic by rail 
will probably continue to increase rapidly with further 
increases in population and national income. 


Future Trends of Goods Traffic 


Chart 2 depicts the trends in industrial output and 
in goods transport in a number of western European 
countries, the Soviet Union and the United States. 
The series show in nearly all cases a fairly close simi- 
larity in the long-term trends. Industrial production 
has generally expanded at about the same rate as the 
total volume of transport, except in the last decade, 
when production increased faster than the volume of 
transport. A slower rate of growth of transport is also 
observable in most eastern European countries, as can 
be seen from the figures below: 


Ratio of Percentage Increase in Volume of Total Goods 
Transport to Percentage Increase in Industrial Production 


1950 to 1955 1955 to 1960 
В 


Actual lan 
Czechoslovakia ..... 1.00 0.68 
Eastern Germany .... 0.71 0.60 
он о 0.69 0.64 
Ро ый 0.45 0.50 
Soviet) Union’. - ap ei 0.75 0.72 
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Sources and methods: See Appendix B. 


CHART 2 
Long-term trends in industrial production and volume of goods transport 
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A part of this difference, observable in recent years 
in nearly all countries in Europe, is obviously due to 
the omission of the more slowly expanding agricultural 
output from the series used to measure commodity 
production,” but the main explanation of the lagging 
behind of transport lies in the marked changes which 
have taken place in the structure of industry. In the 
early stages of industrialization, mineral products such 
as coal and ores predominated in industrial output. 
With the further development of industry, many new 
products which have higher value in relation to their 
weight have come to occupy a more important place, 
and, at the same time, there have been progressive 
improvements in the utilization of raw materials and 
fuel. As a result, the weight of industrial input and 
output—and therefore the volume of transport in 
ton-kilometres—tends to rise more slowly than the 
index of industrial production. 


In western Europe and the United States, rail trans- 
port has generally increased at a lower rate than total 
transport and has moved more in line with mining than 
with industrial output. Even if there were to be no 
further shift from rail to road within each commodity 
group, rail traffic in western Europe would continue 
to expand less than total traffic, because of its concen- 
tration on the more slowly expanding bulky products. 


It would, of course, be unrealistic to assume that 
there will be no significant changes in western Europe 
in the distribution of the main commodities among the 
different means of transport. For many products the 
result will depend chiefly on the competitive positions 
of road and of rail transport with respect to the cost 
and quality of services provided. This is true not only 
of the very mixed group of manufactured goods, but 
also of such heavy products as building materials, a 
considerable share of which is already carried on the 
roads. In terms of volume, however, it is in most 
countries chiefly ores and fuels that matter (as has 
been seen in Chapter 5), and it is therefore of particu- 
lar importance to consider the changes likely to affect 
the carriage of these heavy goods. 


The western European steel industry is becoming 
more and more dependent on scrap and on imported 
ore and coal; and this, together with the fairly rapid 
expansion of the steel industry, has hitherto contri- 
buted to raise the volume of rail transport. More- 
over, the volume of ore transported by rail is likely 
to continue to increase for the next decade at least. 
Looking farther ahead, however, the gradual exhaus- 
tion of the high-grade ore and coal deposits in Europe 
will tend to reduce the volume of rail traffic for the 
steel industries, since it will constitute an inducement 
to these industries to move from the old areas of easy 


2 For most of the countries included in Chart 2, series for 
total commodity production are not available for the period 
covered. 


access to local supplies of fuel and materials to sites 
where the imported materials can be delivered by rela- 
tively cheaper water transport, or alternatively it will 
stimulate the provision of water transport facilities for 
the steel industries in their present locations. There are 
recent examples of both these tendencies—for instance, 
the plans to install or expand steel-mills, based on sea 
transport of both ore and coal, in Bremen, in Dunkirk 
and in southern Italy, and the proposal to canalize the 
Moselle in order to make water transport available 
to French steel production in the Lorraine area. 

It is, however, in the field of fuel transport that the 
most important changes can be expected. The trans- 
port of fuel—mostly coal—accounts for nearly half 
of the tonnage of goods transported by rail in the 
United Kingdom, western Germany and Poland, 
about 40 per cent in the Soviet Union, about 25 per 
cent in France, and 10 per cent or less in the Scandi- 
navian countries. The relative importance of fuel 
transport shows a close correlation with the relative 
importance of coal in the national economies, as can 
be seen from Table 2. 

In western Europe, coal production has increased 
in the past at a rate of about one-half of one per cent 
per annum, and the future increase is likely to be still 
slower. Nearly the whole increase in energy consump- 
tion over the next several decades will have to take the 
form of fuels other than coal, and little of this is likely 
to be transported by rail. 

Oil consumption is going to increase very rapidly, 
but little of this increase will be reflected in the volume 
of rail transport. Already large quantities of oil are 
carried by inland waterways and in some countries 
by road. The rapid expansion in consumption will 
from now on be accompanied by construction of 
pipelines in those districts where the volume of oil 
transport is becoming heavy. In addition, improve- 
ments in the efficiency of coal utilization mean that an 
increasing share of coal output will be consumed in the 
form of electricity or gas, involving no rail transport, 
and the use of hydro-electricity and natural gas can 
also be expected to increase. 

There has been some increase in rail transport of 
imported American coal in recent years; but, in 
general, changes in the transport of coal by rail have 
hitherto been closely associated with changes in 
domestic coal output.’ This is clearly not going to be 


3 This is illustrated by the indices for the United Kingdom, 
shown below: : 
Index numbers — 1913 = 100 


Rail transport of 


Output of 6 

hard coal (Tons loaded) 
hs ree all Re ale 80 80 
ioas Wrens eS ae 83 83 
{Ose ae М. 79 77 
1980 пенки. | 75 74 
ORG: ие 78 77 


Sources : О.Е.Е.С. Industrial Statistics, 1900-1955, Paris, and Journal of 
the Institute of Transport, November 1952. 
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TABLE 2 


Rail transport of fuel and consumption of energy in 1954 


i : | аз a share of energy 
Density | Transport of Coal consumption by branches Coa : 
of goods fuel by rail 4 у, consumption 
Country 4 traffic - 
С рег Кт. | ш | tntons | Railways | ба | Other | Thermal | House-| Jovy НЕ Thermal | House- 

of line ton-km. | loaded shippite industry | industry | electricity| holds consumption| than steel | ° ectricity 

Millions | As a percentage 

of ton- of goods As a percentage of total coal consumption Percentages 

km. transport by rail 
United Kingdom 1.26 АТС 61Ьс 10 11 22 24 33 87 ТР 99 78 
Netherlands 1.1 58 3 5 22 28 42 70 43 96 69 
Western Germany . 1.4 aa 474 10 14 27 17 32 88 68 98 78 
Roland со бро 1.8 44а 41а 14 57 15 14 96 ыы 98 90 
варит ия se в 12 35 44 8 22 23 15 32 85 54 96 78 
Soviet Union @ 8.0 38 38 23 49-52 — 20-23 5 63 2 78-82 .. 
rancep seen ne 1.0 26а 304 9 20 26 15 30 64 49 82 68 
AUSHIA® sph дев 1.0 254 16 25 22 8 29 60 42 63 68 
А oe 0.6 у 15 В Gye 56 24 38 44 37 
Denmark 0.3 104 т —— 3] —— 18 44 63 48 88 61 
Sweden! о 0.6 9 9 8 ——36— 3 53 21 19 36 
INGIWAY sas 0.3 248 27 15 2h) — 36 10 i — 12 
Sources and methods: See Appendix В. е 1955. 


а Tn descending order of the percentage share of fuel in total rail transport. 
b Great Britain only. 

с Coal and coke only. 

d Excluding fuelwood. 


the case in future. Technological improvements in 
very. high tension electricity transmission will probably 
reduce the cost of electricity transmission in compari- 
son with the cost of transporting coal, and the few 
existing very high tension lines are only a portent of the 
changes which, in the course of some decades, may 
permit a considerable increase in the share of thermal 
electricity generation which takes place at the pithead. 
The gasification of coal at the mine and transport of the 
gas by pipeline will perhaps contribute still more to 
reducing coal transport by rail, even if coal production 
continues to increase. Thus, a larger and larger share 
of coal production is likely to be consumed at the mine. 
Moreover, as atomic power stations are built near the 
main electricity consuming centres, their increasing 
output will reduce still further the need to transport 
coal to feed thermal plants. 

The figures for coal consumption by sectors shown 
in Table 2 give an impression of what these future 
changes may imply for the railways in various coun- 
tries. As shown in the table, about three-fourths of the 
coal consumed in western Europe is accounted for by 
households, thermal electricity generation and indus- 
tries other than steel. These are the groups which at 
present receive most of their coal by rail, and which 
in the next few decades may be expected to shift a 
considerable part of their consumption either to 
secondary forms of energy or to forms of primary 
energy other than coal. In the Scandinavian countries 


Л The percentage was 34 in 1948/49, but must have been considerably lower 
in 1954. 


8 Corresponding figure excluding the Ofoten railway (transit of Swedish ore 
for shipment at Narvik) would be 6. 


and in Italy a large shift in this direction has already 
taken place, and the goods traffic on their railways 
is therefore much lower than in other countries 
whose economies are at a similar stage of industria- 
lization but based more on direct consumption of 
coal. 

Partly because of the shortage of coal and partly 
because of changes in the demand pattern, a similar 
shift in the pattern of energy consumption will have to 
take place in the United Kingdom, western Germany 
and Poland, countries in which the economy is still 
based mainly on direct consumption of coal. The shift 
in the pattern of their energy consumption in the next 
few decades will inevitably produce a continuing 
decline in the transport of coal by rail, possibly 
sufficiently pronounced to cause some decline also in 
the total volume of goods transport by rail.4 It seems 


4 In 1954, the volume of goods transport by rail in the United 
Kingdom, in terms of tons loaded, was 23 per cent below, and 
in terms of ton-kilometres only 21 per cent above, the 1913 level. 
The British Transport Commission nevertheless bases its plan 
for the modernization and technical re-equipment of the British 
railways on the expectation of an increased volume of rail 
transport: “ The normal trend of increased production should 
of itself assist the railways, and some of the ground that has been 
lost to other forms of transport over the past thirty years should 
be recovered. On balance, these increments of traffic should 
more than counterbalance any local falling-off in traffic that may 
follow changes in the pattern of industrial development, or the 
handing over to road of traffics that are better suited to road 
transport.” Modernization and Re-equipment of British Rail- 
ways, London, 1955, p. 8. 
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that transport policy in these countries should be based 
on this assumption if a waste of investment resources 
is to be avoided. 


France and the Soviet Union are in an intermediate 
position with respect to the pattern of their energy 
consumption, but the information available on their 
plans for development of energy production 5 shows 
that they are both going to raise their consumption 
of mineral oil, natural gas and hydro-power much 
more than that of coal. In addition, a considerable 
length of pipeline for oil and gas transport will be 
constructed, and atomic energy will become an 
increasingly significant factor in future development. 
As a result, fuel transport by rail is likely to decline 
in France. However, in France—as well as in those 
countries where coal accounts for a still smaller share 
of total traffic—the decisive factor determining the 
future level of total goods traffic by rail will be the 


5 The new Five-year Plan for energy production in the Soviet 
Union is discussed in Section 6 of Chapter 2. 


relative cost and efficiency of rail transport compared 
with those of transport by road. 


Even in the Soviet Union, where a continued rapid 
expansion of coal production is planned, transport of 
coal by rail may nevertheless cease to grow—and may 
even start to decline in the not far distant future— 
because of changes in the pattern of energy consump- 
tion linked with changes in the location of industry. 
There has often been complaint in the Soviet Union 
about the strain put on the railways because, in some 
cases, coal and iron ore travel enormous distances by 
rail. This is partly a result of a policy of developing 
output where extraction costs were lowest, even 
though this implied large transport costs in bringing 
the two products together. Since policy in the Soviet 
Union, as well as in eastern Europe, now aims at 
eliminating transport over long distances where this 
can be done without raising the total costs of the final 
output, it may be expected that, in the longer run, 
transport will grow less rapidly in relation to industrial 
production than hitherto. 


2. TRANSPORT POLICY AND THE LOCATION OF INDUSTRY 


As has been shown above, there is reason to expect 
that many railways in western Europe may in the long 
run see a decline in their passenger traffic and in their 
transport of fuel; and each of these categories of 
traffic accounts for a considerable share of the total 
revenue of the railways. Since most western European 
railways operate already with large deficits, this 
implies that, unless the revenues from other goods 
traffic can be raised considerably, they will be forced 
to cut back their overhead costs and to discontinue 
or simplify operations on a large part of the network. 


In this situation the competition of the lorries 
becomes a major preoccupation of the railways; and 
it is not surprising that in a number of countries 
restrictions on road goods traffic, commercial as well 
as own-account, are under discussion, and that the 
railways are demanding the right to revise their rates 
policies so as to compete with the lorries. One other 
aspect of the problem has to be kept in mind, however: 
both restrictions on road traffic and changes in the 
system of railway rates are bound to influence indus- 
trial location. It is necessary, therefore, to make sure 
that the measures taken to rationalize or help the 
railways do not cause undesirable changes in the 
pattern of industrial location and thus frustrate other 
efforts to promote decentralization. 


Economists have not always agreed whether indus- 
trial decentralization, or other measures to promote 
the development of backward regions, should be 
recommended on purely economic grounds; but for 
a variety of other reasons—demographic, social, 


strategic, etc.—it is generally considered a disadvantage 
if the development of a country takes place in such a 
way that population and economic activities con- 
centrate in one or a few regions, while the remaining 
parts of the territory fail to develop or even become 
depopulated.® Accordingly governments have, in a 
more or less systematic way, developed policies 
designed to counteract excessive congestion and to 
foster economic progress in backward regions. 
Transport rate policy is one instrument, among 
others, which is available for this purpose. 


The building of railways was hailed as a means of 
spreading economic development over the territory; 
and the railways in Europe came to be treated as 
public utilities and were restrained from operating as 
purely commercial undertakings aiming at maximum 
profit. They were obliged to provide cheap and 
regular transport even in regions where the demand for 
transport was very low and to apply the same, or 
nearly the same, tariffs over the whole network in spite 
of the very large variations in costs among the different 
lines. In some countries, legal obligations exist as to 
the minimum number of passenger trains to be run 
every day. Moreover, certain categories of passengers 
and goods have the right to be transported at parti- 
cularly favourable rates. 


In many countries, particularly low rates charged 
for the daily transport of workers on urban and 


в These problems were discussed in the Ecovomic Survey of 
Europe in 1954, Chapter 6. 
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suburban lines in big towns act, in effect, as a subsidy 
to the industries located in these towns, and therefore 
as an incentive to concentration of industry, because 
it becomes possible to pay lower wages than would be 
demanded if workers were obliged to pay the full costs 
of their transport. In goods traffic, on the other hand, 
the selection of goods for which particularly low rates 
are granted has very often been made with an eye to 
regional considerations; thus, preferential rates have 
often been fixed for rail transport of the products of 
agriculture and fishing—two activities which are of 
special importance to the economy of less developed 
regions. 


In the period before the development of road 
transport, the national railway system could finance 
this subsidization of poor and sparsely populated 
regions by charging the same rates on all lines, 
although those rates were above costs on the main 
lines with dense traffic and below costs on other lines, 
and by using the ad valorem system in setting their 
rates. This system, in its conventional concept, 
consists in charging low rates for the transport of 
low-priced goods (mainly raw materials) and high 
rates for the carriage of more valuable commodities. 
It is true that many raw materials can be transported 
more cheaply than other commodities, but the differ- 
entials of the old ad valorem tariff structures were 
more general and much bigger than cost differentials. 
The ad valorem system is often accompanied by a 
tapering scale of rates which favour long-distance 
transport. 


In countries which are at an early stage of industrial 
development, and where no long-distance road motor 
transport exists, the railways can obtain a larger 
volume of traffic through such rate systems, because 
the low rates for raw material transport induce the 
opening up of mines and encourage output of agricul- 
tural products in remote areas for sale in distant 
consuming centres. This was, of course, a consider- 
able advantage to the newly built railways, which 
needed a large revenue to cover their great capital 
costs. 


The support given to poor and sparsely populated 
regions by the application of a common system of 
tariff rates over the whole network, as well as the 
inducement provided by the ad valorem system for a 
spreading of primary production over the whole 
territory, is well known and has been described in 
text books on transport policy. It is often taken for 
granted, therefore, that a revision of the railway rate 
system would be harmful to the less developed regions 
in any country and has to be avoided at all costs. The 
problem, however, is more complicated, partly 
because the ad valorem system, while conducive to the 
spread of primary production, has the opposite effect 
on secondary production, and partly because modern 


decentralized industries can now be spread widely 
over any territory provided that an adequate road 
network exists. In fact, such industries in many 
countries currently rely on road rather than on rail 
services. 


Effects of the ad valorem System 


The ad valorem system has tended to promote 
industrial concentration in the big towns through the 
incentive given to the processing of agricultural as well 
as mineral raw materials in the big consuming centres 
rather than in the regions where they are produced. 
Before the development of road traffic forced the 
railways to narrow the gap between rates for raw 
materials and those for industrial manufactures, the 
ad valorem system was often carried to an extreme. 
The processing industries (for instance, the food- 
processing industry) located in the big consuming 
centres obtained transport of their raw materials at 
very low prices and avoided long-distance transport 
of their manufactures at excessively high rates, since 
the market for these lay near at hand. On the other 
hand, food-processing plants located where the raw 
materials were produced received по transport 
subsidies on their raw material inputs and had to pay 
excessive rates for the transport of their manufactures 
to the consumers. 


It is probably because of the tendency to think of 
decentralized industries as small-scale enterprises 
serving the local market only that the inducement 
given by the ad valorem system to concentration in 
big towns has been overlooked. Before the emergence 
of road traffic, the high freight rates which large-scale 
industries had to pay in order to be able to sell in the 
local market of the small decentralized industries 
acted as a protection to the latter. This protection, 
however, became negative as soon as these industries 
tried to outgrow the local market and transport their 
manufactures by rail. By taxing certain transport 
operations and subsidizing others, the ad valorem 
system thus favoured not only an uneconomic location 
of industry, but also an uneconomic size of industrial 
enterprises. 


The concentration of processing industry in the big 
towns cannot, of course, be attributed solely to trans- 
port policy in general and the ad valorem system in 
particular, since many other important influences 
were also at work. Nevertheless, the ad valorem 
system is one of the factors which explain why, for 
many regions, the railways did not bring industrializa- 
tion, but served rather to draw raw materials and 
manpower away for use in more favoured districts. 


This is not to deny that the ad valorem system may 
have had some favourable effects on the location of 
processing industries. It has probably prevented 
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some industries based on imported raw materials from 
being set up in the big harbour towns, and—as is 
generally held in Germany—it may have made it 
possible to process elsewhere some of the steel pro- 
duced in the congested region of the Ruhr. In most 
cases, however, such processing moves only from the 
congested area where the raw materials are produced 
to big towns—for instance, from the Ruhr to Berlin. 
Even the low rates for transport of coal, which are 
often mentioned as one of the decentralizing elements 
in the ad valorem system, do not seem, in practice, to 
have moved any considerable share of industry from 
congested mining areas to decentralized locations. 


It is only where coal has been replaced by electricity, 
gas or oil as power for industry that any strong stimulus 
has been given to locate industries away both from the 
mines and from the consumers. 

The tendency to concentrate industry in the big 
towns becomes most pronounced when the ad valorem 
system is combined with railway rates that have a 
faster tapering scale for raw materials than for manu- 
factures (Chart. 3). Owing mainly to the costs of 
terminal operations the cost per kilometre of railway 
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transport is much lower for long-distance transport 
than for short distances. If, nevertheless, manufactures 
transported over long distances have to pay nearly 
the same price per kilometre as is paid for carriage over 
much shorter distances, while long-distance transport 
of raw materials is encouraged by a steeper tapering 
of the rates, the result is a strong support to the loca- 
tion of processing industries in the big towns. It can 
be seen from the chart that in this respect the French 
rates system, with a scale tapering much faster for 
raw materials than for manufactures, gives a stronger 
incentive for industries to be located away from the 
sources of raw materials than the German system of 
steeply tapering rates for both raw materials and manu- 
factures. 

The development of road transport has facilitated 
the location of industries either at the source of the 
raw materials or at other points outside the big towns. 
At the same time, the competition afforded by road 
transport has caused some modification in the ad 
valorem system of rates on the railways. By using 
road transport, decentralized industries could now 
avoid the high prices charged for rail transport of their 
finished products, at the same time as they could 
dispose of a much more flexible transport system. 
Even so, they remained at some disadvantage, because 
the ad valorem system subsidized transport of raw 
materials to their competitors in the big towns. This 
disadvantage is, however, tending to disappear, 
because the gap between rates for raw materials and 
those for manufactures has been reduced in nearly all 
countries, often through a smaller increase in the high 
rates than in the low ones in the successive general 
rate adjustments, and in other cases by reductions in 
the number of groups in which the goods are classified. 
There are, however, very few countries where the 
ad valorem system has been abandoned altogether. 
The reluctance to give it up is partly due to the support 
which it is thought to give to decentralized industries, 
and partly to the subsidization it provides for certain 
industries. 


Effects of the System of Equal Rates for All Railway 
Lines 


Costs of road transport may vary not only from one 
country to another, but also, because of differences in 
the quality of roads or differences in geographical condi- 
tions, from one region to another in a given country. 
In general except where differences in the quality of 
roads or in the density of traffic are very large, variations 
in costs within a country remain relatively small. 

On the railways, the difference between costs on 
various lines is much larger, mainly because the 
capacity of fixed installations, rolling stock, and 
labour is badly utilized on lines with light traffic. 
Present-day railway systems are characterized by a 
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growing gap in cost levels similar to that between 
modern industrial mass production and small-scale 
manufacturing under primitive technical conditions. 
On one side is the transport between big railway 
centres, connected by well-equipped lines and with a 
heavy load of traffic in relation to capacity; on the 
other side is the traffic between small stations or on 
secondary lines. 

Approximate operating costs for various railway 
lines in Italy show the extremely wide range of costs 
per unit of traffic, Which vary from less than half 
the average for the network as a whole on some main 
railway lines to more than ten times the average on 
certain lines with very sparse traffic, that is to say, in a 
ratio of one to twenty. It seems that about one-third 
of the Italian state railway network operates at costs 
which are more than twice the national average. This 
part of the network, which in spite of its relatively 
light traffic performs an important “ feeder ” service 
for the main railway lines, clearly operates at much 
higher costs than those at which road transport 
could handle the traffic, and it can be kept in operation 
only by heavy subsidies. 

Not only in Italy, but in all countries of both 
western and eastern Europe, such subsidies are pro- 
vided by the system of railway rates now practised, 
which consists in transporting at the same or nearly 
the same prices on railway lines with dense and with 
sparse traffic. Because of this, the road transport 
enterprises prefer to operate between the densely 
populated and highly industrialized districts where 
their own costs are lowest, and not in the districts 
where the costs of the railways are highest; and they 
naturally find their most profitable business in carrying 
high-value merchandise for which the railway rates 
are highest under the ad valorem system. 

The paradoxical result of the present system of 
railway rates is thus that the lorries deprive the rail- 
ways of a large part of the traffic for which the railways 
should be able to compete most advantageously 
and leave them the traffic which is bound to be 
operated at a deficit. 

This extremely irrational distribution of traffic 
causes deficits for the railways, prevents a genuine 
lowering of transport costs and tends to induce un- 
economic investment in the transport network. But 
the system of charging equal prices over the whole 
rail network gives a support to industries located far 
away fromithe big traffic lines, and any drastic revision 
of this principle to correspond to cost differentials 
would act as a deterrent to industrial decentralization. 


Road Transport and Decentralized Industry 


It was mentioned above that the development of 
road transport has facilitated the location of industries 
in the neighbourhood of their raw materials. It is, 


however, an important feature of modern policies of 
industiial decentralization that industries—other than 
heavy industries—may be set up at a distance both 
from the sources of raw materials and from the centres 
of consumption in order to utilise local labour and to 
avoid further industrial concentration in already 
crowded localities. In many cases, the industry 
itself has an interest in choosing a decentralized loca- 
tion; in others, the government or local authorities 
apply various measures to induce or force industries to 
set up in locations other than those they would have 
preferred. In these situations the transport facilities 
available as well as the prices charged for transport in 
the chosen location are of particular importance. 

Since the costs of road transport are roughly of the 
same order of magnitude whether the traffic volume is 
large or small, road transport facilities can be made 
available to such industries in thinly populated and 
under-developed regions without subsidies, or at least 
with much smaller subsidies than are needed to provide 
them with rail transport. A policy of serving dispersed 
industries by road transport is much less costly than 
the traditional policy of keeping in operation secondary 
railway lines with heavy deficits. The interests of these 
industries therefore need to be taken into account in 
policy decisions concerning taxation, licensing and 
other restrictions on long-distance road transport. 
This is particularly relevant to own-account trans- 
port, which is of chief importance to decentralized 
industries. 

While road transport undertakings are subject to 
licensing and other regulations in most western Euro- 
pean countries, industrial enterprises are usually free 
to own as many lorries as they like and to use them 
freely so long as they are not used to carry goods for 
others. This greater freedom for own-account trans- 
port is often criticized by the commercial road trans- 
port undertakings and by the railways, which note the 
increasing tendency for industries to keep their own 
lorry fleets and to reduce their demands for commer- 
cial transport. It is to be feared, however, that if 
restrictions on own-account traffic were applied to 
decentralized industries, the result would be to halt 
or to limit the trend towards decentralization. 


Transport and Regional Planning in the Soviet Union 
and Eastern Europe 


In the regional policy of the Soviet Union and the 
eastern European countries the emphasis is very often 
on opening up mining resources and stimulating other 
primary production. The construction of new гай- 
ways and the improvement of existing lines in order to 
allow more heavy traffic consequently figure promi- 
nently in many of the development schemes. 

In many cases the opening of mines has been accom- 
panied by the construction of processing industries 
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on the spot, but in others the minerals are taken by 
rail for use or processing in distant industrial plants. 
It was mentioned above that the strain which this 
pattern imposes on the railways has brought about a 
Teassessment of policy towards the location of new 
industries with the object of minimizing railway 
haulage. In the Soviet Union, the directives for the 
Sixth Five-year Plan provide, on the one hand, for 
the more rapid development of energy-consuming 
manufacturing in Siberia than in the European part 
of the country and, on the other hand, for as much 
emphasis on expanding coalmining in the Donbas as 
in the Asian regions, where output had been rising 
more quickly. Hitherto, the rapid expansion of 

rimary production in the Asian regions and of 
processing industries in the European regions has 
meant that a considerable proportion of coal needs in 
the latter area had to be met from such distant sources 
of supply as Kuznetsk and Karaganda.’ At the same 
time, Siberia has been supplied with a whole range of 
industrial products, from steel castings to consumers’ 
goods, from European Russia. In Poland also 
there has been criticism that specialization, especially 
within the enterprise, has taken place without зи - 
cient weight being given to transport costs. 


In the Soviet Union and eastern European countries 
decisions on the location of new industrial enterprises 
are an integral part of their planning process. More- 
over, the demands of each industry for carriage of 


individual commodities are laid down in yearly and . 


quarterly transport plans, and the final decisions on 
the form of transport are in each instance taken 
monthly by the transport authorities rather than by 
users. 


Despite this comprehensive administrative regula- 
tion of goods transport, there seems to be scope for 
incorporating economic incentives within rates policies 
so as to influence both the volume of transport and the 
location of industry. In the Soviet Union, the succes- 
sive changes in railway rates which have altered the 
former ad valorem system,® and the scaling-up of 
degressive rates on long hauls, have been explained 
as measures to reduce demands on transport and to 
improve industrial location by bringing processing 
industry nearer to its raw materials or to its consumers. 
In the Soviet Union and those eastern European 
countries which have carried out similar rate reforms,? 


7 Over 11 million tons of Kuznetsk and Karaganda coal were 
carried to the regions west of the Urals in 1954; this was 10 per 
cent of consumption in the European part of the country. 

8 Even in some of the countries which, in principle, have 
abolished the ad valorem system, rates are still very different for 
commodities of the same density. Some bulk products pay less 
than their calculated costs, and other products, mainly of the 
luxury type, pay significantly more. 

® In some of the eastern European countries the old ad valorem 
system has not been changed. 
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rates taper over the middle distances and, for some 
goods at least, increase sharply over long distances. 


In the transport systems of eastern European 
countries and the Soviet Union, road transport plays 
a very restricted role except where railway construction 
is nearly impossible—as for instance in the Pamir—or 
where traffic is extremely dispersed—as in the virgin 
lands of Siberia. In eastern Europe, goods transport 
by road is generally not allowed over distances of 
more than 50 kilometres and requires permission in 
each individual case. In eastern Germany, road 
transport accounts for only 2 to 3 per cent of all 
transport over 50 kilometres, and in Bulgaria even 
transport between 25 and 50 kilometres is considered 
as belonging to the normal activities of the railways. 
Road transport costs are much higher in relation to 
costs of rail transport in eastern Europe and the 
Soviet Union than in western Europe, though this is 
partly because of the limited development of road 
transport and because nearly all of it is over short 
distances. The resulting high costs of road transport 
seem, in turn, to reinforce the prevailing opinion that 
it is too expensive to be used where a railway is 
available or can be built without exorbitant cosis.’° 


As could be expected when public transport is 
strictly regulated and over-burdened, there is consider- 
able pressure from industrial enterprises for permission 
to purchase and operate lorries on their own account. 
These vehicles, as in the west, carry only for the 
enterprise to which they belong. Transport on own 
account is, in general, held to be undesirable because, 
owing to lower capacity utilization, its costs are 
higher than those of the lorries belonging to the 
transport administrations. It does not seem, however, 
that account has been taken in these calculations of 
the lowering of industrial costs which is obtainable 
when industry can organize its transport as an integral 
part of its production process. 


The advantage of the eastern European system of 
transport regulation is that it yields a high rate of 
utilization of the railway equipment, as has been seen 
in the previous chapter; but this may be offset by the 
inconvenience and losses to users when they are pre- 
cluded from employing the most advantageous form 
of transport in the individual case, or have difficulty in 
obtaining facilities at the desired time. 

There have, however, been some signs recently of a 
shift to a less rigid system. Poland recently lifted part 
of its restrictions on road transport, and in the Soviet 
Union and Czechoslovakia there are plans to give 
more emphasis to road transport, partly in order to 
release the railways from the burden of too much 
short-distance traffic. 


10 In the Soviet Union, the average cost per ton-kilometre of 
road transport is reported to be 15 to 20 times that of rail trans- 
port. 
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3. THe NEED TO MAKE RAILWAYS MORE ECONOMIC 


The keen competition in western Europe amongst 
the producers of road transport equipment, and 
sometimes also amongst the road transport enter- 
prises, acts as a spur to rapid technical improvement 
and to rationalization of operations. There are, in all 
countries, far greater obstacles to be overcome in 
improving railway transport. The railways are more 
tied to their traditions and to a physical layout which 
often makes it difficult to introduce modern technical 
improvements. Moreover, they are, as already 
mentioned, subject to a number of regulations dating 
from the previous century which limit the possibilities 
both for raising revenues and for lowering costs. 
The influence of these institutional factors and the 
measures by which their unfavourable effects can be 
reduced or overcome are considered below. 


Labour Productivity on the Railways 


It was shown in the preceding chapter that great 
savings in costs on the railways can be obtained by 
modernization, and that costs per unit of traffic are 
generally much lower in countries that have done this 
than in the others. Nevertheless, the greatest improve- 
ments in output per man on the railways in recent 
years have occurred not in the countries which have 
modernized, but in those where the volume of traffic 
has increased most rapidly (see Table 3). Part of the 
railways’ operations are of such a nature that the 
amount of labour performing these operations is 
almost independent of the amount of traffic. 
Moreover, it is much easier to increase labour produc- 
tivity by handling more traffic with the same staff than 
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Changes in employment, volume of traffic and output per man of European railways, 1930 to 1954 
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Sources : International Railway Statistics, Paris, and national statistics. 


Note. — Personnel engaged on renewals is included in the employment 
figures for all years. It is possible, therefore, that some of the changes in 
output per man recorded in the table are due not to changes in productivity, 
but to changes in the degree of vertical integration of the railways between 
1930 and 1954. 


а In descending order of the increase in output per man in the period 
1950-1954. ie > 


b Passenger and goods traffic has been combined on the basis of one passenger- 
kilometre | = one ton-kilometre, which is generally used for statistical 
purposes in Europe. 


с Period 1949-1954, 
4 Period 1928-1950. 
е Excluding Northern Ireland 
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to reduce the staff in order to handle a constant or 
declining volume of traffic with higher productivity 
per man. This is probably the main explanation of the 
fact that increases in output per man in southern and 
eastern European countries have been particularly 
large, and those in the United Kingdom, Denmark 
and Norway very small. 


Nevertheless, a number of countries where traffic 
has increased only moderately have obtained a fairly 
high increase in output per man by rationalization 
and reduction of staff. Staff reductions were generally 
larger and more widespread in the period 1950 to 1954 
than they had been in the previous period shown in the 
table, but nowhere did they exceed the rate of 3 to 4 
per cent a year that could be achieved simply by not 
filling vacancies normally arising. 


Labour costs account for around 50 to 60 per cent 
of total operating costs of the European railways, and 
efforts to increase labour productivity further must 


therefore have a high priority in any programme 
aiming at reducing costs and prices of railway traffic. 
Personnel needed on the trains accounts for only 
15 to 20 per cent of the railways’ operating staff. It is 
mainly because of the large number of persons 
employed in maintaining the lines and in handling 
rolling stock, freight and passengers at the stations 
that labour costs are still so high (see Table 4). 
A drastic reduction of these categories of staff—by the 
rationalization of operations at the larger stations, the 
closing of others and the abolition of uneconomic 
services—is unavoidable if rail transport costs are to 
be reduced sufficiently to improve or even to maintain 
the competitive position of the railways. 


Since most of the railway staff generally have 
lifetime contracts, it may be necessary to transfer 
railway personnel to other public activities, such as 
communications and road construction, which are 
expanding. The usual staff rules of the railways— 


TABLE 4 


Operating staff of European railways in 1954 


Numbers employed per million units of traffic ® 


Other 


Station personnel, Total Е Station 
personnel papas CP нь апа personnel 
locomotives 


nistrative 


As percentage of total 
operating staff 


Personnel 
Personnel | sccupied | on super- 
on trains A due 
Sa with vision and 
Country а locomotives Heat а 
installations 
Netherlands 0.5 0.6 0.6 
Switzerland 0.7 0.6 0.5 
Sweden 0.7 0.8 ¢ 0.9 с 
Italy 1.0 0.7 0.5 
Finland . . 12 1.0 0.5 
Belgium . 0.8 1.3 0.9 
ее и, 0.6 1.4 irs 
Western Germany 1.0 1.5 0.9 
Зета. Зал = 1.1 1.5 1.4 
Denmatkitece: ЗА. 0.9 1.4 1.0 
Yugoslavia. .. i Pe 1.4 1.9 
United Kingdom ¢ 1.4 ie 
Norway 4 1:3 2.0 2.0 
Брала зоба: 1.6 2.2 1.8 
Greece 1.1 pe 3.2 
Portugal. 2)... + - 1.3 Shak 2.6 


1.1 0.3 8-1 17 36 
io 0.3 4.0 17 47 
1.6 0.5 < 4.5 с 16 36 
1.3 0.6 4.1 23 32 
1.6 0.6 4.9 25) Bz 
HS) 0.3 52 16 36 
1.6 0.5 5э 11 32 
2.0 0.5 5:7 17 36 
БИ 0.6 6.3 18 27 
2.6 0.6 6.5 14 39 
are 0.4 Tol! 17 31 
bie at 5.36 № 

3.1 0.6 9.0 14 35 
ae 1.4 9.2 17 24 
1.7 0.9 9.2 12 18 
3.4 2.1 12.5 11 27 


ee ee В 


Sources: International Railway Statistics, Paris, and national statistics. 


Nore. — Because of the difficulties involved in producing comparable 
figures for operating staff, and especially the varying degree of vertical integra- 
tion, the information given in the table should be taken to represent orders 
of magnitude only, and no conclusions should be drawn from minor differences 
between countries. Personnel engaged on renewals are excluded throughout, 
except for Sweden and the United Kingdom. 


а Roughly arranged in ascending order of operating staff per million units 
of traffic. 


Ь Units of traffic have been calculated by adding passenger and goods traffic 
on the basis of 1 passenger-kilometre = 1 ton-kilometre, which is generally 
used for statistical purposes in Europe. 


с Including personnel engaged on renewals. 
d 1953/54. 
е Excluding Northern Ireland. 
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with lifetime contracts, tied pension schemes, and 
often very early retirement age—date from a period 
when employment with railways was rapidly expand- 
ing, over-all old-age pension systems did not exist, 
work on the railways was hard and often dangerous, 
and both poor health and death were expected at a 
much earlier age than today. Some of these staff rules 
are obsolete and now form an obstacle to railway 
modernization. From the purely economic point of 
view, it may therefore be advantageous for the rail- 
ways, in countries where traffic by rail cannot be 
expected to expand much, to change their recruitment 
system even if that were to imply payment of some- 
what higher wages to staff recruited on the new 
conditions. But the obstacles to such changes would 
admittedly be very great. 


Elimination of Uneconomic Services by the Railways 


As has been seen, the competitive advantage of 
road over rail transport is very strong in many in- 
stances. Nevertheless, in the foreseeable future carriage 
by rail will remain indispensable in regions where the 
existence of heavy industries or great population 
density provides a large volume of traffic. In such 
districts the railways should be able to handle long- 
distance transport of many commodities between 
large stations and industrial rail-sidings much more 
cheaply than can be done by road. This would reduce 
or defer the expropriation and construction necessary 
to provide densely populated regions with a network 
of motor-ways sufficient both for private motorists 
and buses and for local and long-distance lorry traffic. 

Electrification and other measures to modernize 
the main railway lines have reduced, or are going to 
reduce, the costs of traffic between the large stations 
where operations are rationalized and a big volume 
of traffic is handled. It will, of course, be inadvisable 
to modernize and rationalize the whole railway 
network to the same extent, particularly on secondary 
lines and at stations which handle only a few wagons 
a day. Some countries have already begun to close 
small railway stations and to use other larger stations 
as centres for trans-shipment from and to lorries. In 
other countries the railways are more hesitant because 
they fear that the closing of the small stations may 
induce their customers to give up the use of the 
railways over longer distances as well. This may very 
well be true, but there is little doubt that the risk of 
loss of traffic will be still greater if the railways fail 
to reduce their costs by closing a very large percent- 
age of the stations and by cutting off other unecono- 
mic services. 

To a large extent, however, the railways still find 
themselves compelled to continue even their most 
uneconomic operations. In the period when the 
railways had a near-monopoly of transport over 


medium and long distances, it was deemed necessary 
to ensure the carriage of all goods—as well as passen- 
gers—over the whole territory without discrimination; 
and this led to the introduction both of statutory 
obligations for the railways to carry and of systems 
of government-fixed and published railway rates. By 
breaking the monopoly of the railways, the develop- 
ment of road traffic has made these obligations and 
controls not only less necessary as a protection for the 
users, but also damaging to the financial position of 
the railways to the extent that they are thereby pre- 
vented from competing efficiently with road transport. 


To oblige the railways to continue to operate 
deficit lines and deficit services not only results in 
uneconomic resource allocation, but, by barring the 
way to an elimination of the railway deficits, also 
discourages the railway authorities from making a 
thorough-going effort to reduce them. 


This approach does not, of course, apply to regions 
where industrialization is just beginning. In such 
cases it may be in the interest of the railways to 
continue their services even at a loss until the traffic 
grows sufficiently for economic operations. The 
problem of closing down services would not then 
arise; and it might even be desirable for the railways 
to offer particularly favourable conditions to industries 
and thus help to speed up the industrialization of the 
region. On the other hand, it is obviously neither in 
the public interest nor in the interest of the railway 
system as a whole that subsidies be given to local rail- 
way transport in order to attract industries to—or to 
prevent them from moving away from—regions which 
can best be served by road transport. Any new indus- 
tries attracted to such regions should obviously be of 
the type for which road transport is best suited. There 
are, in all countries, many such industries providing 
the necessary basis for industrialization of areas with 
scattered population. 


It is not intended to suggest that the railways 
should be allowed to refuse services to certain in- 
dustries or individuals while providing exactly the 
same services on the same line to others, or that they 
should be allowed to terminate services without 
warning. But the discontinuing of uneconomic 
services with reasonable advance notice need not be 
harmful to local interests in cases where road transport 
can perform the services at a reasonable price. 
Operating costs could, however, be drastically reduced 
on many uneconomic branch lines without closing 
them down entirely. On such lines, rail operations 


п Where the volume of traffic—goods as well as passengers— 
is so small that even the service of buses or public road carriers 
for goods transport would have to be subsidized, this need not 
imply that the railways must be involved in new uneconomic 
operations. Subsidies may be granted by the government or 
local authorities to private road services, or the authorities 
themselves may establish the services. 


ee 


may be limited to wagon-load traffic, with all passenger 
and parcel traffic discontinued and all intermediate 
stations closed. In this way the running of trains 
may become perfectly economical so long as the track 
need not be replaced—i.e., in some cases for several 
decades. 

Experience has shown that it is very difficult to 
obtain a decision by the political authorities to 
abandon or reduce services on a particular railway 
line. In some countries pressure from local groups 
has been so strong that deficit lines have been reopened 
fairly recently after having undergone costly repairs 
due to war damage to bridges and track. It is impor- 
tant, therefore, that a general authorization to discon- 
tinue uneconomic services should be given to the 
railways, which are less directly exposed to political 
pressure and are in the best position to judge to what 
extent particular services are uneconomic. Clearly, 
however, the railways need to consider not only 
short-term commercial interests, but also longer-run 
regional development programmes and prospects, and 
a close collaboration is necessary between them and 
the representatives responsible for the Government’s 
regional policy. 


The Use of Rate and Tax Policies 


From the point of view of improving the financial 
position of the railways, the most effective change in 
the tariff system—apart from dropping the ad valorem 
system as discussed above—would be to abolish the 
principle that rates on low-cost lines have to be kept 
at the same level as the rates on high-cost lines. 
Unfortunately, a revision of rates to make them 
correspond to cost differentials would in many cases 
be detrimental to industries and towns located on 
secondary railway lines, and might discourage the 
establishment of new industries outside the big cities. 
This result would be particularly likely if the revision 
included a larger reduction of tariffs on traffic between 
the railway stations in the big centres than in the 
rates between other stations and sidings on the main 
railway lines. The over-charging on the main inter- 
city lines in compensation for the under-charging on 
other lines (and, in some countries, in compensation 
for the deficit on passenger traffic) is, on the other 
hand, admittedly the most important factor encour- 
aging the uneconomic expansion of road transport 
at the expense of rail transport. 

A possible solution to this dilemma is to raise the 
effective costs for road transport in and between the big 
cities and thereby, at one stroke, to stimulate the use 
of rail transport, deter the further centralization of 
industry and diminish traffic congestion on the main 
roads between the large cities. It was noted in 
Chapter V that in some countries lorry traffic may 
not even pay its appropriate share of road costs. 


Chapter VI — Page 15 


In these cases a pure cost consideration should in any 
event lead to the imposition of higher taxes. More- 
over, lorries pay in most countries the same taxes 
wherever they go, although the costs for the economy 
are often much larger if they operate in big towns or 
on overcrowded inter-city roads than when they serve 
sparsely populated and under-developed regions.” 
There would thus seem to be a case for taxing the 
lorries serving the congested districts at higher rates 
thar: other lorries—an argument which could be 
applied equally well, or even better, to private motor- 
cars. While general taxes on road transport tend to 
fall particularly heavily on decentralized industries, 
the opposite result would follow from differential 
taxes on lorries belonging to industries in congested 
districts or operating on main roads parallel to rail- 
way lines. 


If the railways concentrate their activities on the 
most profitable services, and thereby become able to 
cut their prices sharply in the longer run, differential 
taxation of lorries may later become unnecessary, 
except for the part which accounts for differences in 
track costs—defined in a wide sense as including costs 
of construction of suburban highways, traffic regula- 
tion, etc. The problem of the high-cost railway lines 
or services, on the other hand, cannot be solved by 
taxes on road traffic. Since the present system of 
subsidies to some railway services covered by high 
prices for others is also too uneconomical to be relied 
on as a long-run solution, there seems to be no other 
way than the discontinuation of uneconomic opera- 
tions recommended above. 


While the policy of varying rates between various 
lines according to cost differentials is open to the 
objections just considered, there are several other 
fields where a more flexible rate policy can be used 
with significant advantages. This is already being 
done in a number of countries. Other public utilities, 
such as electricity and telephone companies, are often 
allowed discriminatory practices which are denied to 
the railways. It is, for instance, irrational that most 
railways are prevented from reducing peak loads or 
from obtaining return loads by applying differential 
rates in different periods or for different directions, 
and from charging lower prices for regular shipments, 
or for full train-loads for which no shunting operations 
are necessary. 


There are, however, a number of factors which set 
limits to the application of a flexible rate policy, even 


12 Tt was seen in Chapter V that, hitherto, the social costs of 
road traffic per vehicle have been larger in sparsely populated 
than in densely populated districts, but that it may very often be 
different in the future. In addition, social costs of urban traffic 
(by commercial vehicles as well as passenger cars) which were 
earlier relatively cheap per vehicle, are going to rise tremendously 
with the need to build urban motor-ways and expensive facilities 
for parking by day and by night. 
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introduced under public control. The first relates to 
the very large amount of overhead costs which makes 
it impossible, both in theory and in practice, to 
determine the true cost of any individual transport 
operation by rail. It may be possible to determine the 
specific costs of a particular operation, but if the rail- 
ways are to reduce, or at least to avoid increasing, 
their deficits, they can obviously allow only a small 
number of users to have their goods transported at, 
or close to, these specific costs. It will therefore be 
necessary to keep a basic rate system aimed at covering 
at least the full operating costs of the railways, under 
such assumptions as may be reasonable about the 
volume of traffic, and to allow reductions from the 
standard rates only in accordance with certain general 
rules and within fixed limits. 


Owing to their large size, the railways cannot 
differentiate their rates to the same extent as is possible 
for the numerous small road-carrier undertakings. It 
is, moreover, in the interest of the railways not to go 
too far in cut-throat competition with road transport, 
because a further deterioration in the relations be- 


13 Of course, the railways still have local monopolies for the 
very heavy products on lines which are free from competition 
from water transport so that the mining and steel industries 
need a public control of railway rates in order to prevent the 
railways from introducing a sort of anti-ad valorem system and 
covering their deficits by charging far above costs for these 
products. Such a policy would, incidentally, be unwise also 
from the point of view of the railways because it would hasten 
changes in industrial location and substitution of the products 
of these industries by others (for instance, coal by oil) so that 
in the long run the demand for railway transport would decline. 


tween the partners in the transport process will only get 
in the way of the co-operation necessary for the 
development of combined road-rail transport. 


Finally, the advantages which can be obtained from 
a system of flexible railway rates depend on the way 
in which the road transport enterprises react to it. In 
some countries there already exist cartel agreements 
between a number of the road transport undertakings; 
in others their concern about cut-throat competition 
with each other is so great that they support many of 
the restrictions on road transport. Moreover, they 
tend, even in countries where they are not obliged to 
do so, to adjust their tariffs more or less in line with 
those of the railways. There is a danger, therefore, 
that the first, and indeed paradoxical, result of more 
active competition in rates from the side of the railways 
would be a cartelization of the road transport industry. 
In that case, it would be better to require commercial 
road transport undertakings to apply published tariffs, 
fixed in relation to the costs of road transport, thereby 
providing incentives to a rational distribution of the 
traffic between the various means of transport and 
avoiding the distortions of the structure of prices for 
transport services which would result from the 
application of identical rates to road and rail traffic. 


14 In western Germany the road transport undertakings are 
obliged to transport from door to door at the same prices at 
which the railways transport identical goods from station to 
station. Because of this, and because of the monopoly profits 
it allows on transport of high-value products, the German rate 
system for road transport actually promotes the shift of traffic 
from rail to road. 


4. THE ALLOCATION OF TRANSPORT INVESTMENTS 


It was shown in the beginning of Chapter 5 that in 
the last twenty-five years road traffic accounted for 
about two-thirds of the total increase in goods traffic 
in western Europe and a still larger part of the increase 
of passenger traffic. There are no signs of any reversal 
of this trend: on the contrary, the information brought 
together in this study seems to show that the preference 
for transport by road rather than rail will become 
still more pronounced in the next quarter-century. 
Although national income is likely to continue to rise 
fairly rapidly, the increases in total goods transport 
by rail and road together will no doubt be less rapid 
than in the past because of a decline in transport of 
solid fuel, which in most of Europe accounts for one- 
third to one-half of all goods transport by rail. At the 
same time, changes in consumer demand, in industrial 
methods and in industrial location will all combine to 
accelerate the already rapidly rising demand for road 
transport. 

Although goods traffic on a number of main railway 
lines may increase considerably, it seems unavoidable 
that twenty-five years hence traffic will have ceased 


or will be much smaller than today over large parts 
of the present railway networks in western Europe, 
while road traffic, both of passengers and of goods, 
will be several times the present level. 

In investment policy the industrially developed coun- 
tries would seem, therefore, to have little choice—the 
construction of roads, the readjustment of cities to 
dense motor traffic and the building of new industrial 
centres away from the over-crowded old towns have 
to be given a high priority. To neglect these invest- 
ments in the hope of being able to reverse the trend 
from rail to road by restrictions on road traffic or by 
railway modernization will only make the traffic prob- 
lems of the future still more intractable. In the wes- 
tern European countries, the effectiveness of taxes on 
private motor vehicles in deferring the need for road 
investments is doubtful or at least open to dispute, 
although the situation may differ according to the 
countries concerned. The main effect of higher taxes 
seems to be a shift from large to small vehicles. In 
any case it is to be expected that the rapid rise in the 
number of private motorists—and of people who hope 


to become car-owners in the near future—will make 
it more and more difficult to obtain parliamentary 
majorities for an increase in motor taxation high 
enough to have a noticeable influence on the volume of 
private motoring. As regards general taxes on goods 
transport by road, although they would add to the 
costs of industry and trade, it is unlikely, even if their 
rate were fairly high, that they would succeed in mak- 
ing enterprises give up the advantages of road transport, 
and especially of their own transport, over short and 
medium distances; it is only the volume of long-distance 
road transport which may be influenced by taxes. 


Railway investments in western Europe have in 
recent years been very large in terms of railway revenue, 
as was shown in Chapter 5. Since in many areas rail- 
way lines have ceased to be the indispensable basis for 
economic and social life and have become a mere 
alternative to road transport, railway investments 
should be tested by the same criteria as other pro- 
ductive investments and should be undertaken only 
if there is a reasonable chance of depreciating the 
capital before they become obsolete. This implies that 
the investment policy of the railways will have to be 
very selective. Investments in modernization of the 
main lines are likely to pay, but there is little chance 
that this will be the case with respect to costly modern- 
ization of secondary railway lines. Improvements in 
utilization of capacity and the elimination or reduction 
of uneconomic services can reduce the need for invest- 
ments in rolling stock, and the discontinuation of 
operations permits economies in administration and 
other overhead costs. New investments and renewals 
in rolling stock, lines and stations will be profitable 
only where the volume of traffic can be expected, over 
several decades, to remain large enough not only to 
pay operating costs and depreciation of the new invest- 
ments, but also to contribute something to cover the 
general costs of the railway system. 


It follows from what has been said above that, in 
western Europe, investments in both railways and 
roads in the coming years will have to be concentrated 
in the most highly industrialized and crowded areas, 
while in the less congested regions road investments 
will be much less costly and there may be disinvest- 
ment in the railways. Although this distribution of 
investments is undesirable from the point of view of 
regional development, it is, of course, no solution to 
modernize uneconomic railway lines or to improve 
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roads which, for the time being, are sufficient for the 
volume of traffic they have to carry. The allocation 
of transport investments mainly to the congested 
regions or to roads and railway lines connecting con- 
gested regions, and the incentive this will give to 
further crowding, imply, however, that there isa strong 
case for taxing lorries and motor-cars operating in 
and between these regions at much higher rates than 
in other parts of the country, as was earlier proposed. 
Morsover, it makes it highly desirable that positive 
measures should be taken to develop new industrial 
centres outside the crowded regions, both by means of 
investments in public utilities other than transport and 
by support to private investments. 


The situation is very different in large parts of 
southern and eastern Europe. In these countries, 
roads around and between a few large cities are usually 
relatively satisfactory in relation to the sparse vehicle 
traffic they have to carry, but over most of the terri- 
tories roads are often so bad that industrialization 
based on road traffic is impossible. In cases where 
such regions are without railways it would seem pre- 
ferable to give a high priority to road building, as in 
Turkey, and to build railways only where mineral or 
forestry resources are so large that their exploitation 
would yield sufficient traffic over the years to justify 
the investment. Where, on the other hand, a region is 
already equipped with railway lines that can handle 
long-distance traffic with little investment require- 
ments, it may be preferable to avoid major road invest- 
ments and refrain for the time being from long- 
distance road transport. 


With regard to the development of private motoring, 
the demand on resources which this involves should be 
weighed against other possible uses. Western European 
countries in recent years have devoted between two- 
and-a-half and four per cent of their gross national 
product to purchases of passenger cars and invest- 
ments in and maintenance of roads. Less developed 
countries with heavy demands upon their limited 
investment resources may well prefer to apply measures 
to defer the development of private motoring and to 
concentrate the construction of new roads where they 
are needed for goods transport—that is, in areas less 
adequately or less efficiently served by the railways, 
including short-distance transport in and around indus- 
trial centres and local roads connecting agricultural 
centres to major roads or railheads. 
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Chapter УП 


CHANGES IN THE LEVEL AND STRUCTURE OF OUTPUT 
IN WESTERN EUROPEAN COUNTRIES 


1. NATIONAL ACCOUNTS AS AN INDICATOR OF ECONOMIC CHANGE 


Since national accounting data became available as 
a consistent reference frame they have proved to be 
a useful tool of analysis and have been used particu- 
larly for a description of changes in the growth and 
composition of expenditure. For а considerable 
number of western European countries and for a series 
of years, going back often to the pre-war period, it is 
now possible to analyse output by industry of origin. 
This approach is particularly suitable for showing the 
variations in rates of growth of different industries 
and the resulting changes in industrial structure of 
countries at different stages of economic development. 


The way in which people of European countries 
earn their living has changed very considerably over 
the last hundred years, which have seen the rapid 
industrialization of a large part of the continent, 
although there have been regions north and south, 
west and east, which have been drawn much less than 
others into the stream of change and growth. The 
broad economic and social trends are well known: the 
relative decline of agriculture and handicrafts, the 
development of large-scale enterprises and urbaniza- 
tion, the relative expansion of service trades, and, 
above all, the rise in individual incomes in all sectors 
of the economy in spite of a reduction of the working 
week. Much of this change-over occurred in the period 
before the First World War, but the process was not 
arrested in the troublesome inter-war years. It remains 
to be seen whether or not, after the damages of the 
Second World War were made good, the same forces 
have re-established themselves in the last decade. 


One may ask whether reconstruction meant, on the 
whole, a return to the pre-war pattern, or whether the 
European economy now looks significantly different 
from what it was in the late ’thirties. So much empha- 
sis has been placed in recent years on the intensive 
development of electric power that one might expect 
to find its growing importance reflected in the data. 
Similarly, industrialization and mechanization have 
been so much on the agenda that one might expect 
to see the gap between the mature industrial countries 
and other areas in Europe diminished. It is also of 
some interest to discover whether the rate of growth 


since before the war has been fairly uniform in western 
Europe and whether in the post-war climate of full 
employment it has been greater than the two or three 
per cent per annum usually given for the late nine- 
teenth and the early twentieth century. Much of the 
economic analysis of the post-war years has been of 
а short-period character, and understandably so 
during the period of reconstruction. To look at 
long-term or, at least, medium-term changes is often 
useful, in order to get the succession of short-term 
changes into perspective. 


In this chapter, the growth of the economy as a 
whole and of its major sectors will be examined for 
those western European countries for which adequate 
data are available.1 The absolute and relative changes 
in earning power of the main industry groups of the 
economy give an approximate answer to some of the 
questions about the expansion rates and the structural 
shifts in the European economy. The economic forces 
behind the expansion are the net result of changes in 
the quantity of factors employed and the efficiency of 
their co-operation, of changes in the composition of 
output, and of changes in the money rewards of factors 
and hence in the prices of output produced. Many of 
these underlying factors are only imperfectly measur- 
able, and even if this were not so they could not by 
themselves explain the numerous forces acting on 
both supply and demand, including the actions of 
governments, which caused the particular develop- 
ments of sectors within an economy or of whole 
economies. Such an explanatory or causal account of 
recent developments transcends the compass of this 
chapter, but some of the factors enabling or affecting 
growth and change can be shown or inferred. 


The gross domestic product (in some cases the net 
domestic or net national product), broken down by 
industries in which net output originates, is given for 
many countries at current prices. But prices have risen 
considerably over the last ten or twenty years, and in 


1 National product at factor cost by industry of origin is not 
available for eastern Europe and Yugoslavia; but there are also 
a number of western European countries for which no industry 
break-down is given (Sweden, Switzerland, etc.). 
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varying degrees in different countries and in different 
sectors. In order to study real growth and to eliminate 
the disparity of price movements between countries 
and between sectors, the volume of net output (or net 
output at constant prices) must be estimated. A num- 
ber of countries provide such estimates of output at 
constant prices. For some others, tentative estimates 
can be made. 

The methods used in different countries in con- 
structing the quantity indices of net output for commo- 
dity and services sectors vary considerably. They are 
designed to measure the volume of net output or, in 
terms of income, the income that would have accrued 
to factors if prices of commodities ап services 
produced had remained at base-year level. Changes 
in the quantity of sector net outputs reflect changes in 
the quantity and quality of factor inputs and in the 
efficiency of factor combinations. In practice it cannot 
be expected, therefore, that sector income at constant 
factor prices will yield the same result as net output 
calculated at constant commodity prices.2 The base 
years chosen for the price weights differ: some countries 
adhere to pre-war weights, others to weights of a post- 
war year. This impairs international comparability, 
and price weights from distant years may distort rela- 
tive sector developments. Caution is therefore needed 
in interpreting the figures. The purpose of estimating 
sector income at constant prices is to eliminate relative 
price movements between the sectors due to market 
forces, monopolistic bargaining strength and govern- 
ment policy, and thus to obtain both the relative con- 
tributions of sectors to the volume of output, and, for 
intertemporal comparisons, to show changes in the 
absolute volume of net output. These can then be 
analysed further, to some extent at least, by relating 
the real output data to figures of labour inputs. 


In spite of the limitations just mentioned, data on 
output at constant prices by sectors are the most 
comprehensive framework for a study of the expansion 
and changes in economic activity which have occurred 
in the last two decades in western Europe, and are 
superior to the partial gross production indices which 
are available only for certain commodity-producing 
industries. 


Among the many factors which enable an economy 
or industry to grow, hardly any lend themselves to 
direct and satisfactorily accurate measurement. Some- 
times, though rarely for a series of consecutive years, 
it is possible to relate output changes to changes in 
the quantity of labour employed. The industrial 


*It should hardly be necessary to stress that the quantity of 
sector net outputs is not an expression of the purchasing power 
of sector income which could be derived by deflating of sector 
incomes uniformly by, say, a consumer’s goods price index. 
Such a uniform deflator would, of course, leave relative sector 
shares and total product the same as if they were measured at 
current prices. 


classification of employment can, however, often not 
be matched with that of output and—apart from 
census years—employment data by sectors are often 
confined to dependent employees, excluding the self- 
employed and the family helpers. Even if the numbers 
employed could be matched accurately with the 
output data, they are at best a very rough approxima- 
tion to the concept of labour inputs. Allowance should 
be made for the composition of the labour force by 
age and sex and by grades of skill, and for variations 
in hours and intensity of work. Statistical details to 
measure these elements in the labour input of industries 
are often lacking or not internationally comparable, 
but the direction of change can sometimes be indicated. 
It is even more difficult to estimate statistically changes 
in the amount and quality of capital employed. Data 
on the age composition and the degree of utilization 
of fixed capital are scarce in any case, and the inputs 
of working capital cannot easily be put on a quanti- 
tative basis. If sector net outputs are related to only 
one element of inputs, namely the crude number of 
employed persons, any changes in the relation must 
reflect the combined effects of all the other input 
elements on the side of labour and of capital. 


The definition of industry groups, in spite of attempts 
at international standardisation, is not yet uniform in 
coverage, and efforts made in connexion with the pre- 
sent inquiry to introduce the necessary adjustments, 
with the help of governmental statistical offices, have 
had only a limited success. 


The division of economic activities into sectors 
follows, on the whole, the conventional pattern based 
on technical characteristics, such as the technical 
nature of the process or the product or of the raw 
material used. No attempt is made to classify indus- 
tries by economic characteristics, such as capital 
intensity, cost structure or market conditions. As far 
as possible the International Standard Industrial 
Classification of sectors will be used but, as the 
footnotes to the tables show, uniform definitions 
of sector coverage cannot always be achieved. This 
often implies a lumping together of heterogeneous 
activities and a loss of interesting detail. Only inter- 
temporal comparisons of real products of sectors will 
be made. The more ambitious attempt to compare 
real product, by industry of origin, between countries 
with wide differences in industrial and social structure 
cannot be undertaken at this stage.® 


As a way into the analysis, it may be useful to 
start with a very broad grouping of activities—those 
concerned with the production of commodities or 


* For discussion of the methods of interspatial comparisons, 
see Deborah Paige & S. Adler, “ International Comparisons of 
Real Product: An Approach by Industry of Origin ”, Income 
and Wealth, Series IV, International Association for Research 
in Income and Wealth, 1955. 


material goods, and all the others commonly desig- 
nated as services. Services are in the same sense eco- 
nomic “ goods” as bricks and brass, but production 
of material goods must always have a substantial 
importance, not only for the welfare of the country 
but also for its productive development. The relation 
between commodity production and service produc- 
tion is, however, by no means a simple one. It has 
often been asserted that, after a certain stage of 
development has been reached, the share of services 
tends to grow with the level of industrial development, 
or at least with the type of development known in the 
west. The definition of services used here is perhaps 
wider than that commonly used in support of this 
thesis, as it includes private as well as public services, 
but, as will be seen later, the data do not in any case 
give much support to it. 

‘What a sector contributes to the national income is 
measured by the sum of wages, salaries, profits and 
other income derived from the activities defined in the 
sector heading. It is neither the total income received 
by the economic agents employed in the sector (since 
they may derive income from work or property in 
other sectors), nor the gross output of the sector. The 
sum total of factor earnings is, of course, equivalent 
to the value added or net output measured at factor 
cost—that is to say, at prices received by the producer.* 


4 This in turn can be expressed as being equal to receipts from 
sales plus consumption and investment in kind, plus subsidies 
received by the producer, minus purchases used up in produc- 
tion, minus indirect taxes paid by the producer. Consumption 
or investment in kind valued at producers’ prices is a substantial 


2. THE EXPANSION OF 


A country is growing fast, if the experience of the 
nineteenth century is any guide, if it doubles its real 
income within 25 years, implying a cumulative rate 
of growth of three per cent per annum. Not many 
countries have expanded at this rate for such long 
periods in the nineteenth or in the twentieth century, 
and then only in times of rapid population growth. 
If aggregate output increased by three per cent per 
annum and the working population at the same time 
by one per cent, it would need 35 years to double the 
level of output per head. Much higher rates of growth 
have been reported by eastern European countries 
and have also been achieved for a few years in western 
European countries in the recovery phase from a 
deep depression when both capital and labour were 
severely under-employed. The latter is clearly a short- 
period phenomenon and the rate of advance is slowed 
down when labour and equipment reserves are fairly 
fully employed. Advances beyond this point depend 
on improvements in technical and organizational 
efficiency, usually, but not always, requiring new 
investment, on changes in labour supplies which 
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It has become a widely accepted convention to 
choose the domestic product as the framework 
for the analysis of income by sector of origin. The 
domestic product measures the income generated 
within the national boundaries and omits the net 
income received by factors from abroad which enters 
into the gross national product. For many purposes 
a net output distribution would be a suitable reference 
frame. In practice, the gross income concept recom- 
mends itself, particularly for international and inter- 
temporal comparisons, for these reasons: firstly, 
because conceptual and methodological differences 
among countries in making allowances for depreciation 
are eliminated; secondly, the difficulty of estimating 
true depreciation and allocating it to sectors is avoided. 
As far as possible the gross income will therefore be 
taken as a base, but there are several countries for 
which only net domestic product by sectors is given. 
Gross income should ideally be corrected for stock 
appreciation, which obviously is not part of true 
income earned or generated in the sector, but although 
estimates of stock appreciation in total domestic 
product are sometimes given, they frequently contain 
a considerable margin of error, and the allocation to 
individual sectors is generally not attempted. Not 
much seems to be gained by relating sector shares 
which include stock appreciation to gross domestic 
product corrected for stock appreciation. 


item in agricultural countries, and its proper estimation and 
evaluation is difficult in practice and likely to affect international 
comparability. 


EUROPEAN ECONOMIES 


can be drawn into employment, and on changes in 
the structure of industry—i.e., a movement of factors 
of production from low-productivity to high-pro- 
ductivity sectors. 


All these elements of long-term growth are complex 
factors. The same rate of investment may yield greater 
output changes in a country setting up new and 
up-to-date plants than in a country which makes 
balanced extensions to a number of existing plants. 
Amortization funds in newly industrialized countries 
are available for new investment,> while, with a 
different age-composition of capital assets, they will 
be needed to finance replacements. Investment may 
be heavily concentrated on productive assets in one 
country and more evenly distributed between social 
and industrial investment in another. Capital may be 
worked more intensively in countries with abundant 
labour supplies than in countries with labour shortage. 


5 This point was discussed in the Economic Survey of Europe 
in 1955, Chapter 7. See also E. D. Domar “ Depreciation, 
Replacement and Growth”, Economic Journal, March 1953. 
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TABLE 1 


Index numbers of gross domestic product at constant prices 


Pre-war “а = 100 
Poe. SER ee ee ee ee ee 


Country 1949 1950 1951 1952 1953 1954 1955 
атас “Oe eee GDP 109 116 124 123 125 129 135 
и ee Pteleny os eet ¢ GDP 122 132 133 134 141 145 145 
ль а МОР 116 123 135 134 136 149 159 
(BY ANCE ам о ео СОР 112 120 125 128 131 138 149 
Western Germany NDP 100 115 129 157 147 160 178 
Greece. тм eee ee GDP 80 80 86 84 96 100 106 
Tréland” ооо GNP 114 114 115 120 123 124 г. 
Ttal Voges tora cet Aborted deaf GDP 101 109 119 123 133 139 150 
Тихого в GDP 104 109 122 123 125 131 136 
Netherlands cae ee GNP 124 131 131 133 147 153 i 
Мот МОР 125 133 138 144 148 155 159 
Spain seer Tee PL Ah NNP 96 106 126 134 135 148 154 
Sweden Swear eer) ¥ eee GNP 8 130 137 137 140 146 153 159 
Switzerland meee ne NNP 8 121 128 134 134 140 145 a 
Thing eet Ook, a re GNP 107 124 143 155 171 156 171 
United Kingdom)... - GDP 113 117 120 119 124 130 134 
Austria А eae GNP ¢ 100 110 120 119 122 133 144 
Portugal ty Ва ос Ла. GDP ¢ 100 100 105 111 112 


Sources ; See Appendix В. 


Note. — Apart from western Germany and Norway, price weights 
relate to a post-war year. With the exception of the Netherlands, Portugal, 
Sweden and Switzerland, original data in constant prices have all been based 
on 1950, but this does not mean that they are weighted by 1950 prices. For 
further details, see Appendix B. 


These and similar factors make the rate of investment 
a variable influence in long-period changes in output. 


Nor is labour supply a unique quantity: it is a 
multi-dimensional quantity composed of number and 
quality of manpower, of working time and effort, of 
degree of supervision and of a number of institutional 
factors (for instance, rules or customs respecting child 
labour or female employment, or trade union rules). 
An increasing labour supply requires a widening 
of the economy through the creation of new places 
of employment. Such widening is often associated 
with higher productivity, because plant of newer and 
usually better construction comes into operation. 
This is not necessarily so, however, and in any case 
much of the capital required for widening will reduce 
the resources available for a deepening of the capital 
structure. 


The scope for increasing output by shifts from one 
sector to another is greater in countries with marked 
inequality of sector outputs than in others, and, 
although absolute contractions of sectors are rare, 
differential rates of growth in terms of employment 
and other factors of production are frequent. More- 
over, many of the important shifts of labour and output 
are taking place within sectors and through changing 


@ {938 except for the United Kingdom, 1937; western Germany, 1936; 
Belgium, 1936-1938; Luxembourg, 1937-38; Sweden, 1938-39; Spain, 1935. 


Ь At market prices. 
с No pre-war base available. Post-war base: Austria 1949; Portugal 1951. 


methods of production or changes in the product 
composition. 


The national accounts data give global output 
figures for broad sectors but not details of inputs or 
information about the capital structure of sectors, 
and they would have to be supported by micro- 
economic studies of costs and output dispersion 
within sectors if the specific features of growth were 
to be fully explained. Even the global data, however, 
give a general picture of the economic developments 
in different parts of western Europe and of the changes 
within countries. 


In 1954-1955, output of almost all countries for 
which data are available was at least 30 per cent 
above the pre-war level (see Table 1).6 That may be 
judged to be a small expansion over this length of 
time; but the period includes the economic effects of 
the Second World War with first the transition from a 
peace economy to a war economy and then the 
reconversion to peacetime production. Some coun- 
tries experienced post-war disturbances of various 
kinds which kept their output well below the pre-war 


*“ Pre-war” refers to the year 1938 with the exceptions 
indicated in Table 1. The terms “ pre-war” and “ 1938” are 
used interchangeably throughout this chapter. 


level, and their speed of recovery differed markedly. 
Western Germany is probably the outstanding case 
where, in spite of destruction and a late post-war 
start, recovery was very rapid so that the real product 
now lies about 70 per cent above the base year. Even if 
allowance is made for the fact that, for technical rea- 
sons, the year of comparison is 1936 and that the real 
product in 1938 (which is a standard year of compari- 
son for most other countries) may have been 10 per 
cent higher, the 1955 output in real terms would 
still be at least 50 per cent above the pre-war figure. 
Moreover, no less than six other countries have 
managed to raise their rate of output by 50 per cent 
or more: the Netherlands, Norway, Sweden, Italy, 
Finland and Turkey. The first three of these countries 
—the Netherlands, Norway and Sweden—at the end 
of the post-war transition period (say 1949) already 
showed a greater rise above the pre-war level than 
most other countries and maintained their relative 
advantage in subsequent years. The pre- to post-war 
expansion of Finland, Italy and Turkey was, by 
contrast, relatively smaller; but their growth in the 
last six years has been extraordinarily rapid—in 
Turkey presumably as a result of a vigorous State 
policy of expansion supported by foreign aid, and in 
Finland partly under the pressure of reparations and 
an economic policy that fostered expansion. In some 
of these countries the economic dislocations of the 
war seem subsequently to have led to an accelerated 
increase in output. 


Most countries experienced a recession in 1938. 
The rise in real output from the pre- to the post-war 
period would therefore have been smaller if the year 
1937 could have been chosen as a base year.’ Even 
in 1937, however, many European economies still 
had much unemployment. Moreover, in spite of 
war losses of human lives, the active population 
increased in varying degrees in the different countries. 
Thus, part of the rise from the pre- to the post-war 
level was due to a fuller utilization of resources (a 
cyclical factor) and to the absorption of part of the 
increase in population into employment. The relative 
importance of these two factors is illustrated in a 
very rough and ready manner in Table 2. The de- 
crease in unemployment and the increase in the 
working population are clearly important elements 
in the differential growth rates of some countries, 
such as western Germany, but seem to have played 
little part in the rates of expansion of, say, Finland 
or France. 


7 For the United Kingdom the base year is 1937, and this 
tends to under-estimate (by perhaps 5 per cent) the relative rise 
in output in the United Kingdom as compared with other 
countries. Similarly, the base year 1936 for western Germany 
over-estimates the relative rise in output there. For Belgium 


the base period of 1936-1938 also under-states the post-war 


rise in output. : 


Chapter УП — Page 5 


TABLE 2 


Changes in unemployment and in total working popula- 
tion between a pre-war and a post-war census date 


Working population 


Unemployment 
Country expressed in Index “Cumulative 
percentages < | numbers annual rate 
— 100 of increase 
Belem ee 1937: 13.8 107.0 * 0.6 
1948: 6.4 
Denmarka ee 1938: 21.3 106.5 0.6 
1950: 8.7 
Ва... №. 1939: 0.2 100.45 0.04 
1950: 1.0 
Brances ye eye 1938: 2.0 101.85 0.1 
1954: 1.0 
Western Germany . 1936: 14.7 122.9 1.5 
1950: 10.2 
Greece 5 де зо 104.5 се 0.3 
ifthe и Ва 1938: 4.3 101.04 0.1 
1951: 8.8 
Luxembourg... . Be 101.7 ¢ 0.1 
Netherlands .... т Ба 129.5 2.2 
1950: 2.0 
НЕА оо АН 1938: .. tues 1.0 
1949: 0.8 
Switzerland .... 1938: 8.6 109.2 0.7 
1950: 1.8 
ав ом ¥: 130.0 е Den, 
United Kingdom . . 1938: 9.5 108.2 0.8 
1948: 1.6 


Sources : See Appendix В. 


а For the reasons stated in Appendix В, the unemployment percentages are 
not fully comparable between countries. 


6 Including unpaid female family helpers. 

с Total population (in 1938, 120,000 have been added for the Dodecanese). 
d Excluding domestic services. 

е The index refers to 1950 for Greece and Turkey, and to 1947 for Luxembourg. 


If the whole period is divided into two parts, the 
first showing the development from 1938 to 1949, 
the second the expansion from 1949 to 1955, it becomes 
clear that in all countries the rate of growth has been 
appreciably greater in the second period. The slope 
of the lines in Chart 1, which is drawn on a semi- 
logarithmic scale, are steeper, though in varying 
degrees, for all countries in the post-war period. Data 
for each year between 1949 and 1955 have been 
plotted, and a line connecting the two years gives a 
good indication of the trend, but it will be found that 
in many cases the expansion was slightly faster up to 
1951 than afterwards. There may well still have been 
slack in the economic system in 1949, but between 
1949 and 1951 most of the remaining bottlenecks 


_ disappeared and made possible an all-round expansion. 
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СНАВТ 1 


Index numbers of gross domestic product at constant prices 
Pre-war = 100 


Semi-logarithmic scale 
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Sources and methods: See Appendix В. 


Note. — Except for Portugal and Austria, for which no pre-war base is available and which are shown at thi i 

р & г 1 ‚ é ¢ е end of the chart, 

in descending order of the size of their gross domestic product in 1954, expressed in pre-war dollars. The height of the emis a oe Е 
output per head of the total population, and their breadth to total population. For further details, see Appendix В. 


A glance at the chart shows that, if the pre-war 
output is compared with that of 1955, western Ger- 
many, Sweden and Turkey are leading in the race of 
expansion, followed by Finland, Norway and Italy. 
Some of the highly industrialized countries such as 
Belgium and the United Kingdom are not in this 
leading group, nor are France or Denmark. At first 
sight these differences in rates of growth of output 
may appear to be connected with population move- 
ments, and to a certain extent this may be true for 
countries such as western Germany, the Netherlands or 
Turkey; but it does not apply to Italy, where the popu- 
lation increase does not seem to have been absorbed 
into employment, or to Norway where the increase 
in total employment was relatively small. The data 
do not indicate that in Europe the less developed 
countries are gaining relatively on the more advanced 
countries. There are too many exceptions to the rule 
and too many special factors operating only in the 
short period under review. This comes out quite 
clearly if the post-war period is looked at separately. 
Western Germany, for instance, emerged out of the 
post-war chaos only in 1948, and Austria a little later. 
Better utilization of equipment and absorption of 
unemployed labour, together with high rates of invest- 
ment, led in these countries to very rapid improvements 
in total output. Greece presents a similar case, since 
political troubles delayed the recovery even longer, 
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with the result that the pre-war level of output was 
reached only in 1954. The recovery of this country 
started from a very low level of output only in 1951, 
but gathered momentum rapidly during the last four 
years with financial aid from abroad. Turkey, also 
supported by foreign aid or credits and drawing on 
a large increase in the working population, developed 
very rapidly in spite of, or perhaps because of, a 
prevailing climate of inflation. But total output is 
muck affected by agricultural yields, and, taking the 
last three years only, progress has been retarded by 
uneven harvests. 


Growth by Sectors 


It is not enough for an understanding of the devel- 
opment process to look only at the over-all growth. 
The way in which the various sectors within an 
economy expand is equally significant. Proportional 
changes in all sectors are rare; demand factors, as well 
as technical changes and other forces on the supply 
side, may bring about a decline or retarded growth 
in some sectors while others are forging ahead quickly. 


Considering first a two-way break-down of the 
economy into a commodity and a services sector, it 
will be seen that commodity output has almost every- 
where risen more than the output of services during 
the post-war period (see Table 3). By contrast, the 


TABLE 3 


Rate of increase in real net output in eighteen European countries 


Cumulative annual rate of increase 


Preter bp Wise 


Index of output in 19554 


Country 1949 а to 19554 Pre-war = 1005 
Е eee Mae te ee 
Е о coe So os ae a re 7.0 4.8 6.3 a ae на 
Теа 2h se 0.6 0.9 0.7 Эт 3.0 3.3 129 128 129 
Denmark: №»... 1.8 1.9 1.8 313 Aye) 3.3 144 144 144 
ANC ae ete ek Kal 0.9 2.4 1.4 55 Sha) 5.4 152 Gh 159 
RAN CO а: и 1.4 1.8 1.6 3.6 3.0 3.4 136 139 138 
Western Germany —0.8 1.4 0.0 11.9 6.7 10.1 178 177 178 
С a i. 2 —1.1 —2.9 —1.9 5.8 2.9 4.7 124 86 107 
ireland ие ff 5 18) ie ht ed; ate ats 124 
О 2 ise es 1.0 0.2 0.7 7.8 4.0 6.5 164 125 150 
iuxeimmbours = - 2.4 = —0.1 1.0 —0.3 4.0 5.3 4.6 125 152 136 
Netherlands ..... af | 2.0 6 bss 4.3 Si a 153 
IS CIEL eee ee 2.0 РЭ 2.1 4.4 Зо 4.1 161 157 159 
ое. ni 2.6 85) о $2 
о a eT e —0.3 8.0 154 
Sweden ра 2.2 oe ist 
Switzerland. aon ь te 5 1.8 od Se ; an Ra 
Mote АИ 0.2 я 0.5 8.0 8.3 8.1 155 206 171 
United Kingdom. . . tell 0.9 1.0 3.9 1.9 3.0 144 124 134 


Sources : See Appendix B. 


а 1954 for France, the Netherlands, Switzerland, Denmark, Ireland and 
Belgium. 


b For the pre-war base year, see Table 1. 
с France, 1950. 
Я France, 1950; Portugal, 1951. 
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TABLE 4 


Cumulative annual rates of increase in real net output by sector 


ЕЕ A rm р 


COMMODITY OUTPUT 


SERVICES OUTPUT 


Industry Total Trans- shes. 

Corns) Agri- com- port and Trade Other tee pure 

Sas Mining Manu ei tnt Con- Total тора munica- f services ори 
quarrying facturing eos struction industry p tions 
Pre-war @ to 194965 
Ват aan 0.6 —0.5 0.6 4.1 ei 0.7 0.6 1.6 i 0.6 0.9 0.7 
ОЕ обо 1.0 18.6 2.0 4.8 3.0 2.3 1.8 3.0 1.4 1.0 1.9 1.8 
Binlands4e-ae. Geer —2.1 2 2 Sor 5.6 3.3 0.9 В 0.7 = 2 2.4 1.4 
Ехо сее аи: 0.4 0.9 1.4 4.6 52 1.9 1.4 23 0.7 Ze 1.8 1.6 
Western Germany —1.2 —0.4* —0.9 3.9* —0.7 —0.7 —0.8 1.8 —0.4 2.3 1.4 0.0 
‘Отессе мень —1.7 i кт к ie) 0.1 —1.1 ож a ыы —2.9 —1.9 
ТД д eee 0.1 0.2 1.8 3.9 17 1.8 1.0 р 0.08 —0.4 0.2 0.7 
ОИ Ь ао —0.7 —3.4 0.8 нь 1.6 0.0 —0.1 - a ay 1.0 0.3 
ING@IAVEN? Go fo 4 be —0.7 —2.1 3.0 5.6 4.4 32 2.0 2.4 1.9 1.3 PAS 2.1 
О Е eee —1.0 5.1 3.0 6.3 —1.2 2.4 —0.2 3.6 —0.2 2.9 22 0.5 
United Kingdom. . . 27 —1.2 1.6 47 —1.6 0.9 1.1 2.0 0.0 0.0 0.9 1.0 
1949 to 1955 с 

Austria о ЛР oe АЕ. 21010 6.0 93 aa 35 3.8 4.8 6.3 
ИМ о ооо вс 2.9 1.1 4.0 3) 6.2 3.8 Dail 1.2 351. 3.0 ee! 
Denmark eae oF 3.9 |—16.3 228) 9.9 5.8 ЗЕ 4.3 Я 2:3 3.2. ays! 
м of Del ПС 7.9 9.4* 3.6 el 6.4 7.1 8; 3.1 5.3 5.4 
5 ов ела 3.0 3.5 87 52 4.7 3.9 3.8 4.3 Dall 3.0 3.4 
Western Germany 4.9 мо il. И 13.3 6.9 и 4.1 6.7 10.1 
СтесС. 4.2 БР Wes ПР 8.3 8.1 4.9 6.1 0.4 2.9 4.7 
а ce So Se se 3.9 18.8 9.3 19.8 8.0 10.4 6.9 4.78 2.0 4.0 6.5 
Euxemboure ae 3.9 IS: 3.0 8.7 6.8 4.1 ie в Е 5.3 4.6 
INOEWAY = eae 1.1 6.4 5.5 $ 5.6 5.6 4.9 4.8 1.9 5/ 4.1 
Portugale@y ay pee № —2.2 —1.4 6.24 15.1 e 6.4 4.4 4.4 3.0 85 2.9 
И tetas Lem 8.0 8.6 и liegy 10.7 8.0 10.6 7.8 TRY 8.3 8.1 
United Kingdom. . . 1.4 0.8 4.8 6.2 0.7 4.2 33 2.7 НЗ 1.9 3.0 


Sources : See Appendix В. 
@ See Table 1. 
Ь France, 1950; Portugal, 1951. 
с See Table 3, note a. 
d Including construction. 


output of services rose generally faster than that of 
commodities between 1938 and 1949. The explanation 
for this different behaviour of services in the two 
periods cannot be a simple one. It is likely that the 
readaptation to peace-time production took longer 
and was more complex in the commodity-producing 
sector, giving it, in 1949 as compared with 1938, a 
lower rate of growth. A shortage of goods during the 
war and in the early post-war period diverted demand 
to the services sectors and led to a fuller utilization of 
their capacity: the suppression of specific demands 
(say for private motoring) gave rise to greater output 
of other forms of transport: incomes originating in 


е Included under manufacturing. 


Л In this and all subsequent tables in this chapter, agriculture includes forestry, 
hunting and fishing; trade, unless otherwise stated, refers to wholesale and 
retail trade. 


8 Including banking and insurance. 


the government sector in 1949 were still in a stage of 
over-expansion. The slower growth of services than 
of commodity output since 1949 may therefore be a 
temporary phenomenon. 

Quite apart from the fact that there was no such 
thing as a steady rate of growth between 1938 and 
1949, because the war distorted and interrupted devel- 
opments, the movements of the constituent industry 
groups of the two broad sectors reveal something of the 
uneven rate of progress within the economy. Agri- 
cultural net output grew very slowly and in some cases 
declined; mining also generally lagged. In both cases 
a shortage of manpower and of capital investment 
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were contributory causes. Output of manufacturing 
industry increased in most countries more than total 
commodity output, but less fast than the output of 
public utilities. 


Some of the retardation of growth during the period 
1938 to 1949 has since been made good. Practically all 
negative signs in the table, indicating a decline in the 
sector’s output, have disappeared. The real output 
of agriculture and mining has increased vigorously in 
many countries, but manufacturing industry and 
public utilities have continued to grow even faster, 
and so, in general, have the construction industries. 
In the services sector the industrial break-down is, for 
statistical reasons, much cruder, and the “ other 
services ” include such heterogeneous elements as 
the armed forces and domestic servants, ownership 
of dwellings and the liberal professions. This mixed 
group of other services has, as a rule, risen less than 
the services more closely geared to commodity output 
—namely, transport and trade. But they in turn have 
frequently expanded less than commodity output as 
a whole. In the case of transport a possible under- 
estimation of the volume of road transport and the 
expansion of private motoring, which is of course not 
included in any of the industry tables, may explain 
the slower rate of growth. The slower expansion of 
the net output of distribution may be associated with 
a tendency for industry to absorb distributive services, 
such as packing, storing and so forth. The post-war 
development may not be typical, but even if a compari- 
son is made over the longer period 1938 to 1955, 
there is still no sign that the services sector and its 
constituent items have developed as fast as commodity 
output. There are a few countries in which services 
have grown faster than commodity output, but it 
cannot be said that this happened mainly in the 
industrial or advanced countries and less so in agri- 
cultural countries. 


Developments within the commodity sector over 
the period as a whole (1938 to 1955) also reveal some 
significant differences in growth rates. Real net output 
of agriculture increased very little in the agricultural 
and semi-agricultural countries (Denmark being a 
notable exception), but it did rise in the industrial 
countries, though even there at a rate of less than one 
per cent per annum. As agricultural output during 
and immediately after the war was frequently below 
the pre-war level, the recovery since 1949, men- 
tioned above, effected in many countries hardly more 
than a lifting of output slightly above the pre-war 
level. 


Progress in mining has also been generally slow in 
most countries, but some of the agricultural countries 
are notable exceptions. In Denmark the spectacular 
war-time expansion of the production of peat repre- 


sented no more than a temporary development of a 
very small and relatively unimportant sector. 


The sluggish development in these primary industries 
contrasts sharply with the expansion in manufacturing 
industries, public utilities and construction. Real net 
output of electricity, gas and water is in many countries 
twice as high as before the war and the rate of expan- 
sion has often been higher in agricultural countries 
than in industrial ones. In this field the gap between 
developed and less developed countries seems to be 
narrowing and the expansion of the electric power 
sector lays the foundation for meeting the future needs 
of other industries. 


The net output of manufacturing industry at 
constant prices was in 1955 generally running well 
above the pre-war level, but even so an average rate of 
growth of 3 per cent per annum is very rarely exceeded. 
In France, Luxembourg, Belgium and Denmark, the 
rate of progress was not more than one or two per cent. 
Only a few countries show a higher rate of expansion 
and each case has its special feature and represents 
different social and economic systems. Turkey, 
being a predominantly agricultural area embarking 
on industrialization since 1934 under government 
initiative, ownership and policy; Germany, a highly 
industrialized private enterprise economy run by and 
large on Jaissez-faire principles; Norway, a mixed 
economy with public ownership in some fields and 
varying policies of governmental control and guid- 
ance; Finland, an agricultural country, industrializing 
rapidly in a period when it was cut off from its natural 
market and suppliers and obliged to make heavy 
reparation deliveries, mainly of manufactured goods. 
In the last two countries the expansion was associated 
with prolonged and fairly sharp rises in prices; in 
Germany expansion was achieved with relative price 
stability. The United Kingdom is, like Norway, a 
mixed economy with direct controls operating for 
much of the period. 


The expansion of individual sectors is of some 
interest in tracing the active and dynamic growing 
points within European economies. Public utilities, 
manufacturing and construction are paramount areas 
of growth in most countries. But the size of the sec- 
tors is very unequal and a rapid expansion of one 
group of industries may contribute little towards the 
expansion of the economy as a whole. The relative 
contribution made by each industry group to aggre- 
gate growth in each country is therefore given in 
Table 5. In a few cases where the industry’s net out- 
put has declined over the period, negative contribu- 
tions are shown. 


The table brings out clearly that commodity output 
accounted in almost all countries for more than half 
of the total increment of output, and manufacturing 
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TABLE 5 


Percentage contribution of sectors to the increase in real output 


Percentage of total 


hes ви 1 
Mining Maniacs Electricity, Сова. Total ь 

Count Agriculture and : р : commodity | Services 

vets a quarrying one water нм output 
Pre-war to 1955 а 
Вести: аа лота 6.8 —0.2 34.0 4.6 7:7 52.9 47.1 
Бена оо 17.4 0.3 26.0 4.2 9.8 5-Й 42.3 
О и о —5.2 0.7* 52.3 3:28 12.8 63.8 36.2 
Втавсе waka 10.1 Dal 30.4 3.3 117 57.6 42.4 
Western Germany... . 87 р 50.2 4.5* hs 68.2 31.8 
tal Vi Jalsa бело 13.9 DS) 51.2 4.3 10.8 82.5 GES) 
ИИ ооо 5.1 1.0 28.0 2.6 5 42.4 57.6 
Могла Зо 0.3 0.3 —— 39.5 —— 10.7 50.8 49.2 
2.4 —— 14.9 —— 3.0 52.5 47.5 
—1.2 56.6 5.6 —1.9 66.0 34.0 
A year near 1950 to 19554 

——— 47.2 —— 57 9.7 72.9 27.1 
3.8 31.0 Das 6.6 76.9 231 
—0.4 73.35 8.4 RS 58.7 41.3 


Sources : See Appendix В. 
@ 1954 for France, Denmark and Belgium. 


industry alone for more than a third and some- 
times, as in the United Kingdom and Finland, for 
more than half. Only in a few of the countries listed 
does manufacturing industry contribute less than a 
third to the increase in total product. As one would 
except, these are mainly the agricultural countries, 
Turkey and Greece, where, in spite of a slow expansion 
in agriculture, its total contribution to the change in 
output is still greater than that of manufacturing 
industry. Denmark is a border-line case, where 
industry contributes more than agriculture to the total 
rise, but not much more. Luxembourg is a special case 
where industry makes a large contribution to the 
growth of the commodity sector, but a much smaller 
one to the increase in total product because of the great 
importance of service output in this country. The 
sluggish growth of agriculture and mining is reflected 
in the small contribution they make to the growth of 
output in all but the agricultural countries, while the 
rapidly growing sectors of public utilities and construc- 
tion account in a number of countries for 10 per cent 
or more of the total expansion. 


The contribution of the service sectors to the over- 
all expansion lies generally between one-third and two- 
fifths, but is higher in Belgium, Norway, Denmark and 
Turkey. In Norway the importance of overseas 


Е Oh se ee ee ee 


Ь Including building. 
с Included under manufacturing. 


shipping plays a predominant part; in Turkey the 
expansion of trade and transport with industrializa- 
tion and the expansion of other services is of about 
equal importance, while in Denmark the contribution 
made by wholesale and retail trade to the growth of 
services is substantial. 


The factors which made possible the expansion of 
the various industries cannot easily be quantified. 
No doubt the fuller utilisation of resources, both of 
capital and labour, has played an important part, 
particularly in industry, transport and trade. Addi- 
tions to plant and equipment to create new places of 
work for a greater labour force must have made a 
significant contribution in countries or sectors with 
rapid employment growth. These capacity-increasing 
investments, together with investments which were 
cost-reducing or labour-saving and improved methods 
of organization, must have been an important 
factor in the process of expansion. But the distribu- 
tion of investment over the various sectors and groups 
of industries is unfortunately unknown for most 
countries. Even the labour inputs are not known with 
any degree of accuracy, but some broad indication of 
changes in numbers employed by industrial sectors 
can be obtained for a number of countries and will be 
discussed in a later section. 
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3. CHANGES IN INDUSTRIAL STRUCTURE 


The relative contribution of each industry to the 
total product serves as an indicator of the structure 
of an economy, and the changes in sector shares as a 
measure of the degree and direction of change. The 
absolute changes of output in different sectors have 
been discussed in the previous section and it will be 
remembered that over the period as a whole almost 
all sectors expanded. Falling shares in the product 
therefore indicate, with few exceptions, not an absolute 
decline but a slower than average growth. 


A simple distinction between two broad sectors, 
commodity producing and service producing indus- 
tries, does not reveal any clear pattern. It is true that 
the share of services in the total is higher in the United 
Kingdom, the Netherlands and Belgium than in other 
countries, but it is as low in western Germany or 
Austria as it is in Italy or Turkey, about the same in 
Norway as in Denmark, but considerably lower in 
Finland. Countries with very different structures show 
services contributing similar shares to total output. 
Nor is there any conclusive evidence that the share of 
services increases as output or productivity rises. It 
has remained about constant at the pre-war level both 
in countries with a high share of services, like the 
United Kingdom and Belgium, and in countries with 
a low share like Germany and Austria. It fluctuates 
slightly around the pre-war level in Norway, France 
and Denmark. Within the agricultural countries it 
tends to fall in Italy and Greece and to rise significantly 
in Finland and Turkey. 

If the classification of national product into com- 
modities and services does not provide any clear 
criteria revealing structural differences between rich 
and poor, agricultural and industrial countries, the 
reason may be that the service group contains too many 
heterogeneous items and some items, such as public 
administration, which are not necessarily associated 
with the stage of economic development. Ratios of 
more narrowly defined service sectors may be slightly 
better indicators of economic structure, and this point 
will be examined later. 

It would seem that the composition of the commo- 
dity-producing sector offers better criteria for grouping 
countries according to their stage of development. 
Table 7 gives the share of agricultural 8 and of manufac- 
turing output in total commodity output. If countries 
are ranked in ascending order according to the share 
of agriculture in commodity output and in descending 
order according to the share of manufacturing the 
results are very similar. 


8 The sector “ agriculture ” includes fishing, hunting and 
forestry. For sector definitions, see Appendix B. 


The countries listed can be divided into four groups 
according to the ratio of the share of agriculture to 
manufacturing industry in commodity output in 1954: 


(1) The highly industrial countries with a low share 
of agriculture and a high share of manufacturing, in 
the ratio of 1:4 or more. They include the United 
Kingdom, Belgium and western Germany. 


(2) The semi-industrial countries with a ratio of 
1:2 or 3, where industry contributes twice or three 
times as much to total commodity output as agricul- 
ture. This group consists of Luxembourg, the Nether- 
lands, Norway, Austria and France. 


(3) The semi-agricultural countries where manufac- 
turing industries contribute up to 50 per cent more 
than agriculture (a ratio of 1:114) consisting of 
Denmark, Finland and Italy. 


(4) The predominantly agricultural countries in 
which the share of agriculture is equal to or greater 
than—sometimes very much greater than—that of 
manufacturing industry. This group consists of Portu- 
gal, Ireland, Greece, Spain and Turkey. 


The first two groups of countries will be referred 
to as “ industrial ”; the last two as “ agricultural ” 
countries. As agriculture and manufacturing industry 
together ® account for three-quarters or more of 
commodity output in all countries listed in the table, 
it is perhaps not surprising that their relative impor- 
tance provides a plausible measure of the degree of 
industrialization.?° 


A recent year has been used to group the countries 
according to this statistical criterion, but a comparison 
of sector shares before and after the war will also 
serve to show something of the dynamics of indus- 
trialization. 


In the industrial countries the share of manufac- 
turing industry seems to be still rising, while agricul- 
tural net output, in spite of much government support 
and protection, seems just to hold its own (United 
Kingdom and Belgium) or to decline (western Ger- 
many). At the other extreme, in the only two agri- 
cultural countries (Greece and Turkey) for which sec- 
tor data for the whole period are available, the share of 


9 The picture would be blurred if the output of the mining and 
quarrying sector were added to that of agriculture, so as to 
get what is sometimes referred to as “ primary industries”, or 
if industry were defined in a broader sense so as to include 
construction and public utilities. 

101f the distribution of manpower, or capital intensity, or 
income per head, or power per unit of output, were used as the 
classifying criterion, the grouping, particularly in the two middle 
classes of countries, would be different. The choice of criterion 
must depend on the context of the study, and for this analysis 
the output ratios seemed to be the most relevant criterion. 


Page 12 — Chapter УП 
о atl in ent ee. 


TABLE 6 


Share of sectors in gross domestic product, pre-war to 1955, at constant prices 


Percentages 
Services 
Commodity 
Country Year output т Transport and Trade Other 
ЗА communications services 
United Kingdom .. . 1937 51.8 48.2 6.8 15.2 26.2 
1949 5255 47.5 Ted 13.5 26.3 
1955 55.4 44.6 7.9 12.9 23.8 
Belgium’ 202% пос 1936-38 52:1 47.9 5.9 12.3 29.7 
1948 50.1 49.9 6.8 13.0 30.1 
1954 S205 47.7 6.3 11.5 29.9 
[eUXeINDOUTL aE me 1937-38 60.1 39.9 
1949 572 42.8 
1955 55.4 44.6 
Western Germany. . . 1936 67.8 322 Ue? 10.2 14.8 
1950 64.1 35.9 8.2 10.4 1723 
1955 68.0 32.0 7.6 10.2 14.2 
Sweden Guta. sin a eee 1950 62.3 SWI 8.6 
Netherlands’ 9) fare © 1950 53.6 46.4 7.8 13.1 25-5 
Norway? 29. ss fees 1938 Dies 42.7 12.02 12.9 17.8 
1949 56.8 43.2 1252 12.6 18.1 
1955 57.9 42.1 13.12 13.1 15.9 
Austriate:;, 16. Fate 1951 68.9 31.1 Bel 8.1 17.9 
1955 69.3 30.7 4.7 9.2 16.8 
‘Brancers cee о. 1938 59.4 40.6 6.6 13.3 20.7 
1950 58.4 41.6 ee. 11.9 225 
1954 58.9 41.1 Е) 12.4 21.4 
Denmark чае: 1938 57.4 42.6 7.5 16.4 18.7 
1950 Ry: 41.8 7.9 15.9 18.0 
1954 SiS. 42.5 8.8 16.0 17.7 
Fintand Seen оо © 1938 70.1 29.9 5,5 12.85 11.6 
1950 65.7 34.3 7.0 12.95 14.4 
1955 66.8 33.2 Wee. 13.44 12.6 
TECHN co SNe Eas ea, Pee ae 1938 64.2 35.8 el 13.75 17.0 
1950 66.4 33.6 6.2 9.4 18.0 
1955 70.3 29.7 6.3 9.0 14.4 
Treland tars © < deer 1950 56.4 43.6 17.3 26.3 
Rortugalic.: paws | 1951 66.7 33.3 4.6 8.3 20.4 
(В бо ate 1938 55.6 44.4 Be 
1949 60.6 39.4 6.0 11.1 22.3 
1955 64.5 355 6.1 12.1 17.3 
Зри: ale Seer ve 1951 68.9 31.1 3.4 8.5 19.24 
Ч kc? oh. eee 1938 68.3 31M Syl 10.8 15.8 
1950 64.9 Seu 6.0 10.2 18.9 
1955 61.7 38.3 8.1 9.7 20.5 
Sources : See Appendix В. С At 1954 prices. 
a о which, mentor transport: 1938, 9.1 per cent; 1949, 7.5 per cent; 1955, d May include non-service items. 
.5 per cent. 


A р р ; : e At market prices. 
6 Including banking and insurance; given separately for Italy in 1950 and 1955, 
amounting to 3.2 and 2.5 per cent respectively. 
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TABLE 7 


Share of sectors in commodity output, pre-war to 1955, at constant prices 


Percentages 


Commodity sectors as a percentage of total commodity output 


Country 
Agriculture Mining and Manufacturing Electricity, gas, | Construction 
“quarrying water 
United Kingdom... . 1937 9.3 8.9 63.7 2.5 15.6 
1949 11.2 6.9 66.9 3.8 11.2 
1955 9.6 5.6 70.6 4.3 9.9 
о ь оо ere 1936-38 16.1 12.9 60.3 2.9 7.8 
1948 13.8 11.0 61.9 4.2 9.1 
1954 15.3 9.9 61.2 4.2 9.4 
Luxembourg. .... 1937-38 19.6 9.3 55.9 1.7 135 


Sources : See Appendix В. а Included in manufacturing. 
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agriculture is lower than before the war and that of 
manufacturing industry higher: slightly higher in 
Greece but much higher in Turkey where industrial- 
ization has gathered speed since 1934. 


The greatest structural changes in the relative 
importance of the two industry groups seem to have 
occurred in some semi-agricultural countries and in 
one semi-industrial country. While agriculture con- 
tributed more than half of commodity output before 
the war in Finland, it provided in 1955 barely a third. 
At the same time, the share of manufacturing industry 
rose from 37 per cent to over 50 per cent. Active 
government support and heavy reparation commit- 
ments to deliver manufactured goods contributed to 
this drastic change-over. In Italy agriculture’s share 
in commodity output has also diminished substan- 
tially, from about one-half to about a third, and the 
relative contribution of manufacturing industry is 
rising and amounts now to about one-half, compared 
with two-fifths before the war. In Norway, the 
relative decline of agriculture and the shift towards 
industry have been equally sharp. In fact, Norway 
before the war would have been classified on the statis- 
tical criterion used here as a semi-agricultural country, 
and moved up during the period into the group of semi- 
industrial countries. The far-reaching changes in 
these countries are in contrast with the smaller adjust- 
ments made in most semi-industrial countries and in 
Denmark. Although in many of these latter countries 
the share of agriculture declined slightly, that of 
manufacturing industry did not increase noticeably. 
To judge from current price data, this would seem to 
hold good also for the Netherlands, for which real 
output data for sectors are not available. 


It is clear, then, from Table 7 that in almost all 
countries the share of manufacturing is rising, strongly 
in some countries in all four groups, more slowly in 
others, while the share of agriculture is falling in all 
but some of the industrial countries where, it should 
be remembered, the share of agriculture was already 
very low before the war. 


Among other constituent items of the commodity 
sector, mining and quarrying accounts for 5 per cent 
or more of commodity output only in the industrial 
countries and Luxembourg. It is of some importance 
also in France and the Netherlands, but contributes 
little to commodity output in all other countries. But 
while the relative importance of mining is declining in 
many of the advanced countries (United Kingdom, 
Belgium, Luxembourg and in western Germany), it is 
rising in many of the agricultural countries (Finland, 
Italy, Greece, Turkey). This is part of the industrial- 
ization process of these countries, but their increased 
absolute contribution to European mining output is, 
of course, small compared with that of the industrial 
countries. 


The share of public utilities (electricity, gas and 
water) in commodity output is also small in all coun- 
tries, but the differences between agricultural and 
industrial countries are less striking than in the case 
of mining or agriculture. In all countries this sector 
has grown faster than commodity output as a whole, 
and it is safe to assume that it is mainly the devel- 
opment of electricity that has led to its absolute 
and relative expansion.” 


The share of construction and building in com- 
modity output is distinctly higher in the industrial 
countries than in the main agricultural countries, and in 
many countries higher after the war than it was before. 
But the development has been uneven within each of 
the four groups of countries. Among the industrial 
group the United Kingdom shows a sharply falling 
share for constructional net output. Even if allowance 
is made for the fact that 1937 was a year of high 
building activity, it is somewhat surprising that the 
large building programme of 1955 should represent 
a so much smaller share in total commodity output. 
It is now of the same order of magnitude in the United 
Kingdom as in western Germany and Belgium, where 
the share of construction has risen slightly since before 
the war. Among the semi-industrial countries the 
proportion of net output ‘contributed by construction 
is particularly high and rising in Norway, while in 
the Netherlands, France and Austria it is at about 
the same level as in the more industrialized countries 
and generally higher after the war than before. Among 
the semi-agricultural countries, Denmark and Finland 
show a high and rising share for construction, while 
Italy’s low share puts it nearer to the agricultural 
countries, Greece and Turkey. Here again it is difficult 
to say why, in two rapidly expanding countries such as 
Italy and Turkey, the share of constructional activities 
should be so much lower than, say, in the industrial 
countries. It has risen strongly in Italy from a very low 
figure during the "fifties, while in 1955 in Turkey it was 
no higher than it was in 1938 and slightly smaller than 
in 1950. It is possible that much of the building work 
escapes the official estimators, particularly in agricul- 
tural areas. It may also be argued that in southern 
countries less building output is required in relation 
to commodity output, on the average as well as at 
the margin, or that poverty and the lack of savings 
limit public, and still more private, constructional 
activities more than in the richer countries of central 
and northern Europe. 


The outstanding changes in the composition of 
commodity output since before the war have thus 


‚ И Comparability of relative shares between countries is 
impaired by the fact that in some countries part of the energy 
output produced in manufacturing industry (steelworks, etc.) 
is included in their net output. This would seem to apply to 
aoe: France and western Germany, as well as to some 
others. 
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TABLE 8 


Combined share of trade and transport in real output in 1954 


Commo- 
Total : Commo- 
Country output НЕ" Country Sank ae 
put 
(1) (2) (1) (2) 
Norway... . . 25.8 44.2 а me ton ssi 19.7 33.4 Ttaly ры 15.4 peep) 
ета. о. 24.8 43.1 Greeces. pene о 17.5 27.1 Аа 21 seme 13.3 19.0 
Netherlands seen 20.94 S706 5) eReloium eae, 2 alle 17.8 34.0 Spain eee 12.06 17.38 
United Kingdom . 20.9 38.3 Western Germany . . 17.6 26.0 
Finland¢¢@ ~ | . 20.6 30.8 И Зое 17.8 28.8 


Sources : See Appendix В. а 1950. Ь 1951. с Including banking and insurance. d 1955. 


been the decline in the share of agriculture and the 
increase in the share of manufacturing and public 
utilities. The relative net contribution of mining is 
generally lower now than before the war in the indus- 
trial countries and higher in the agricultural countries. 
Almost without exceptions the share of primary 
industries has declined and that of secondary indus- 
tries has increased; but only in a few countries (Nor- 
way, Finland, Italy and Turkey) have these structural 
changes been striking and, if western Germany be 
added as a marginal case, it appears that large struc- 
tural changes were associated with particularly rapid 
growth. It is not suggested, however, that one is the 
cause of the other; the structure-changing forms of 
growth were often, though not always, initiated by 
government-sponsored policies, and the chances of 
further shifts towards secondary industries diminish 
the greater their share is already in total output. 


The Share of Services in Total Output 


It has been said already that the shares of the 
services sector in total output do not bear any close 
relation to the degree of industrialization or, for that 
matter, to income per head of total population. If 
the countries are ranked according to the share of 
services at the end of the period, they fall into four 


groups: 
Share of Services in Total Output 


45-48 per cent: Belgium, Luxembourg, Netherlands, United 
Kingdom 

41-43 per cent; Denmark, Norway, France, Ireland 

35-38 per cent: Greece and Turkey 


30-33 per cent: Portugal, Finland, Spain, Italy, Austria, 
western Germany 


It is true that the industrial countries are mainly in 
the two top groups and the agricultural countries 
mainly in the two last groups, but there are also very 
odd exceptions: Ireland has slipped up into the second 


group and Germany and Austria have moved down 
into the bottom group. Finland and Italy have a 
smaller share than Greece and Turkey which are 
certainly less developed. The exceptions are too 
numerous and too important to risk any generaliza- 
tions about the connexion between the share of ser- 
vices in output and the state of economic development. 
(See Table 6.) 


It is doubtful whether real output figures for the 
services sectors are truly comparable, since estimations 
of current price series are generally more difficult than 
for commodities and the methods of deflation differ 
greatly.12 The discrepancies are particularly large in 
the important group of “other services ”—which 
includes such diverse activities as housing services and 
domestic services, public administration and defence, 
health and education, banking and entertainment—and 
it is known that coverage, estimation and measure- 
ment of physical output differ widely for this group. 
They differ also for the two service sectors shown 
separately—transport and trade—but probably to a 
smaller extent. 

It could be argued that the two latter service indus- 
tries are more closely geared to commodity produc- 
tion than, say, defence or housing and may, therefore, 
be more directly related to the state of development 
of acountry. The data do not support the hypothesis 
that the share of transport and trade is systematically 
lower in agricultural than in industrial countries, as 
Table 8 shows. 

So far as the share of services in total output is 
concerned, there are half a dozen countries of very 
diverse economic development showing a percentage 
of about 18 per cent, suggesting that trade and trans- 
port are a constant proportion of output, irrespective 
of economic development. The countries with a higher 
share are also a non-homogeneous group. The high 
share of Norway is readily explained by the great 


12 See Appendix B. 
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importance of shipping in its national product. Water 
transport accounted in 1955 for 8.5 per cent of the 
total product, and the transport sector is as big as the 
trade sector, while in all other countries it is consider- 
ably smaller. The Danish situation is again very 
different and is characterized by a very high percent- 
age share for trade. But in Denmark, as well as in the 
Netherlands, the United Kingdom and Finland, the 
share of transport is relatively high and of about the 
same order of magnitude (7 to 9 per cent). In most 
other countries, with the exception of France, it is 
lower, and the contribution of shipping and associated 
services may well explain the major difference between 
the first and the second group of countries. The figures 
for the third group of countries are almost certainly 
under-estimations. 


If trade and transport are related to commodity 
output only (see column 2 of Table 8) the figures lend 
some slender support to the view that these services 
contribute generally a somewhat higher fraction to 
output in industrial countries than in the agricultural 
countries (with the exception of Austria and western 
Germany on the one side, and Denmark on the other). 


There is no obvious connection between the share 
of wholesale and retail trade taken by itself and the 
degree of industrialization. Some of the agricultural 
countries (Spain and Turkey, but not Greece) show 
a lower share for trade than most of the industrial 
countries (with the exception of western Germany and 
Austria). The Danish share for trade is distinctly 
higher than that of most other countries and, since 
the estimate is based on fairly firm data, the explana- 
tion must be sought in economic conditions. As can 
be seen from Table 13 income per head in trade is well 
above the average in Denmark and in Finland. For 
all other countries the share of trade in total output 
lies between 11 and 13 per cent without any tendency 
for it to be higher in the more industrialized countries, 
like the United Kingdom and Belgium, than in the 
more agricultural countries such as Finland and 
Greece. (See Table 6.) 


The expansion of the European economy since 
before the war, and particularly in the post-war period, 
has not affected the share of trade very much; nor 
have the structural changes which have occurred 
within the economy. The share of trade in total 
output is lower now than it was before the war in 
some of the industrial countries (United Kingdom, 
Belgium and France) and it has remained about the 
same in others (western Germany and Norway). 
Among the agricultural countries some (Finland and 
Greece) show a higher post-war share, others (Italy 
and Turkey) a lower one, while in Denmark trade has 
about the same high share before the war as after. 
There is no clear tendency for the share of trade to 
rise in rapidly expanding countries, like western Ger- 


many, Italy or Turkey and it seems to be falling in 
at least some of the more slowly growing industrial 
countries. 


The development is very different in the transport 
and communications sector, the share of which seems 
to be higher after than before the war in almost all 
countries (Belgium is an exception) and significantly 
higher in some of the agricultural countries like 
Denmark, Finland and Turkey. 


The group of miscellaneous services shows no clear 
pattern of development during the period. Its post- 
war share is lower in the United Kingdom, Norway 
and Italy, higher in Belgium and Turkey, but in most 
countries it is fairly near the pre-war level after a 
temporary rise in the early post-war period. 


Not many generalizations about the mode of growth 
and the changes of structure of European economies 
can be made on the bases of these accounting data of 
sector shares in national product. Nor is it easy to 
draw any positive conclusions without considering 
the institutional factors and the special circumstances 
that have shaped past policies and events in the different 
countries. The period under consideration is too 
short and too disrupted by war to justify a confident 
extrapolation of trends. Some of the special factors, 
like foreign aid, which helped development during 
the period may not be available on a similar scale in 
future, and in some countries the accelerated rate of 
growth caused by them may not be sufficient to main- 
tain the momentum. 


The most general and important feature of develop- 
ments in the last eighteen or twenty years has been a 
shift in output structure from primary industries to 
secondary industries, and especially to manufacturing 
and public utilities, in most industrial and some 
agricultural countries; but the shift has been less 
marked in the latter than in the former. 


The relative contributions made by the commodity 
sectors and the service sectors differ considerably in 
various countries for institutional, political (defence) 
and economic reasons, but they do not seem to be 
associated. with the stage or rate of development and 
have not changed much from the pre-war to the post- 
war period. For the two sub-groups of the services 
sector which are sufficiently uniform in coverage to 
be treated separately (transport and trade) it may be 
held, though with many qualifications, that their share 
in commodity output and in total output is often higher 
in industrial than in agricultural countries, and that 
the relative importance of transport and communica- 
tions is rising over time while that of retail trade shows 
no clear trend during the period. 


Some of these changes may be labelled as going in 
a desired direction, such as the growing share of manu- 
facture and public utilities in some agricultural 


countries, but it is not so certain that the falling share 
of mining is consistent with European needs and 
balance of payments positions, or that the share of 
agriculture should contract in the industrial as well as 
in the agricultural countries. Moreover, although a 
more rapid expansion of commodity output than of 
services output may be regarded as a good thing at 
certain stages of development or in particular circum- 
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stances, it may sometimes be more important and more 
conducive to further progress to have a more rapid 
expansion of services such as education and research. 
There is no rate or mode of growth that is appropriate 
to all countries in all circumstances and, in any case, 
the powers of government to change the structure of 
an economy are limited by economic as well as poli- 
tical considerations. 


4. CHANGES IN REAL OUTPUT AND MANPOWER 


The pattern of growth and the structural changes of 


western European economies as shown by the national 
accounting data having been reviewed, this section 
will relate the output data to employment figures, in 
order to get some clues to the changes in at least one 
of the inputs that have helped to bring about this 
growth. Labour is an important input in most 
industries; but, as has already been explained in the 
introductory section, mere numbers of manpower do 
not reveal the true labour input. Other inputs are not 
easily measurable in physical terms, but the net results 
of changes in the quality and intensity of work and 
in the amount and quality of co-operating factors 
(such as capital and management) can be inferred 
from changes in output per person employed. 


Details of the assembly of the manpower figures 
are given in Appendix B. For many countries the data 
are not fully comprehensive, nor are they very satisfac- 
tory with regard to industry classification and the 
number of years covered. Population census data are 
usually available only for one pre-war and one post-war 
year, the latter generally in the period 1947 to 1951. 


Three major limitations of the data presented in the 
tables in this section must be kept in mind throughout: 


(i) Unpaid female family helpers represent widely 
varying proportions of total manpower in different 
countries. These differences are especially important 
in agriculture and also, but to a much lesser extent, 
in certain services like distribution. As the inclusion 
or exclusion of this class of workers can make a 
substantial difference to the distribution and the trend 
of employment, and as this also affects calculations 
of output per head, the tables generally show two 
sets of figures, one inclusive and the other exclusive 
of unpaid female family helpers. A further difficulty 
arises from the fact that unpaid family helpers are 
not defined in the same way in all countries or in 
successive censuses in the same country. Sometimes 
their number is known only—and with a considerable 
margin of error—for agriculture (Italy); but in France, 
Turkey, Greece, Spain and Portugal it cannot even 
be estimated. It will be found, however, that even 
where the removal of unpaid female family helpers 
affects the share of agriculture in total employment, 


the ranking of countries according to the degree 
of their dependence on agriculture remains practically 
the same as when the share in total output is taken as 
the сгиегоп.13 


(ii) The data refer to numbers employed, except in 
Norway and the Netherlands where estimates of full 
time or man year equivalents are available, and no 
attempt has been made to correct the figures to allow 
for changes in the length of the working week or for 
different degrees of utilization of labour resources in 
different sectors. For instance, the total manpower 
may be less fully employed on productive tasks in agri- 
culture than in industry. That may not matter much 
where the agricultural sector is small, as in the United 
Kingdom, or where family helpers are a small fraction 
of the labour force, but it becomes important in mainly 
agricultural countries. The inadequacies of the data 
are perhaps not really serious when one considers 
trends of total employment, but they need qualifica- 
tion when one discusses the pattern of employment 
between sectors. Finally, it must be kept in mind 
that 1938 was in many countries a year of recession, 
and that in a recession year the numbers employed 
tend to decline less than output. Comparisons with 
1938 may therefore tend to under-state the change in 
employment and hence to over-state the progress of 
output per head since that date. 


(iii) Whilst the number of unemployed persons is 
generally known and can thus be excluded from the 
total labour force, there are a few countries where 
this can not be done and where the apparent changes 
in the distribution of total employment between sectors 
may therefore give a distorted picture of the facts 
(Italy, Turkey, Portugal, Spain). 

Table 9 shows side by side the changes in employ- 
ment and output for three periods—(a) from a pre-war 
year (usually 1938) to 1949 or 1950—that is, through 
the war years and the transition period; (5) for the 
post-war period from 1949 or 1950 to 1954 or 1955; 
and (c) for the whole period from 1938 to 1954 or 1955. 
Even after allowances are made for the margins of 
error in many of the employment data, the differences 


13 In the discussion that follows, references, unless otherwise 
stated, are always to totals exclusive of female family helpers. 
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TABLE 9 


Index numbers of output, employment and output per head, pre-war to 1955 


Output 


Employment Output per head 


Country Pre-war@ = 100 |1950% = 100| Pre-war@ = 100 |19506 = 100| Рге-тага = 100 |1950 5 = 100 
1950 4 1955 с 1955 с 1950 1955 с 1955 с 1950 4 1955 с 1955 с 
United Kingdom . . 117 134 115 108 113 105 109 119 109 
(Ba 5 ооо 107 129 121 105 105 E 100Е 102 124 121 
Euxembours =e. a0" 104 132 127 100 105E 105E 102 123 121 
Western Germany 115 178 154 122 151 Е 123 Е 94 118 125 
Netherlands 131 153 117 129 138 107 101 111 109 
INOrway, tape cee 112 115 103 117 140 120 
На ane ede т а we se 108 .. т. 122 
[Erance wes пе 120 137 114 101 Е 103 102 119 133 112 
Репа see № 132 145 110 106 110Е 103 Е 124 132 107 
Switzerland 128 145 113 113 119E 105E 113 122 108 
Swedene ae deus 130 159 122 105 108 Е 103 Е 124 147 118 
inland’. =" eee 123) 159 129 102 107Е 105Е 121 148 123 
Italy Wes Вии 119 150 126 101 105 Е 104 Е 118 141 120 
Е об eae 99 96 97 116 129 111 
Вора eee 2 103 Ed “is ad 109 
Стеб ке не 110Е4 106Еа 77 96 125 
Е ево 145 112Ed 117Е4 104 Е а 95 132 139 


Sources : See Appendix В. 


Note. — Е = estimated, generally by means of changes in the number 
of wage and salary earners or changes in the total population. 


а For the pre-war base year, see Table 1. 


in the rates of growth of total employment are striking 
and the general increase is often much smaller than 
might have been expected from the population changes. 
There are a number of industrial and agricultural 
countries where employment remained virtually un- 
changed between 1938 and 1950; these include 
Luxembourg, France, Finland, Ireland and, in spite 
of a substantial increase in population, Italy. An 
increase in employment of more than 10 per cent over 
the period considered is recorded for only four coun- 
tries, Turkey (plus 30 per cent), western Germany 
(plus 22 per cent), Switzerland (plus 13 per cent), and 
Norway (plus 12 per cent). Western Germany had a 
large influx of refugees after the war, some unemploy- 
ment in the base year (1936) and, for the first years 
after the currency reform, an economy working with 
a high labour intensity. The large percentage increase 
in employment in Turkey is almost entirely due to a 
steady natural increase in population. All other 
countries shown in the table have increased their 
employment by 5 to 10 per cent and, if allowance has 
to be made for a reduction in the working week by 
5 to 10 per cent in a number of countries, it appears 
that true labour inputs were often not greater at the 
end of the transition period (1950) than before the war. 


149 4 


Ь Except for Belgium, 1948; Luxembourg, the Netherlands and Sweden, 1949; 
Italy, Ireland and Portugal, 1951. 


с Except for Belgium, Luxembourg, France, Denmark, Switzerland, Ire- 
land: 1954 ; and Turkey: 1954-55. 


d Including unemployment. 


In the six years between 1950 and 1955 the employed 
labour force grew further, and in most countries at a 
higher annual rate. Western Germany, moving from 
severe under-employment to full employment, and Tur- 
key are still leading with increases of over 10 per cent, 
followed by the Netherlands (9 per cent), Austria 
(8 per cent) and Greece (6 per cent). For most other 
countries the increases during this period were between 
2 and 4 per cent. Only in Belgium does the employed 
labour force seem to have remained unchanged while 
in Ireland it even decreased. It is obvious, in view of 
the modest increase in employed resources in most 
countries, that the actual growth in aggregate output 
described in the previous section can only partly be 
explained by changes in employment. 

The extent to which output growth exceeded employ- 
ment growth is indicated in the last sections of Tables 9 
and 14. These indices of output per unit of labour 
force, which refer to periods of slightly varying length, 
are remarkable in two respects; they show for most 
countries a low rate of increase in productivity over 
the period as a whole and also an uneven distribution 
of productivity gains among countries. 

The figures for the period 1938 to 1955 imply that 
in the industrial countries the annual cumulative 


percentage increase of output per unit of labour 
employed was of the order of 1 per cent. Even if 
allowance is made for the change in the length of the 
working week, this is much lower than is generally 
suggested. It will be noted also that output per head 
has risen slightly less in western Germany than in 
Belgium and the United Kingdom, perhaps mainly 
because it had fallen severely in the early post-war 
years. 


Much more substantial changes in productivity are 
shown by Norway, Finland and Italy, three countries 
which have, it will be remembered, undergone the 
greatest structural changes in the composition of 
output. This may well be part of the explanation of 
their larger rises in productivity. But in the case of 
Italy, and possibly also Finland, the rise in labour 
inputs may have been under-stated. The increase in 
productivity in Sweden is among the highest in Europe. 

Productivity increases in Denmark, where no such 
structural changes occurred during the period under 
‘review, have also been in the neighbourhood of 2 per 
cent a year, and for France they have not been much 
lower. 


Admittedly, wartime and post-war experiences have 
affected the countries in different ways. As Table 14 
shows, high productivity increases for the period as 
a whole are closely associated with large gains in the 
years of severe disturbances from 1938 to 1950. But 
it is difficult to explain why some countries, such as 
ey or Denmark, should have increased their 
productivity so much more in these difficult years than 
did others, such as the United Kingdom, Belgium, or 
the Netherlands. 


Annual increases in output per unit employed during 
the post-war period from 1950 onwards are not more 
evenly spread over the countries concerned but, as 
one would expect, they are very much larger than for 
the whole period from 1938 to 1955. Annual produc- 
tivity gains range from not quite 2 per cent in the 
United Kingdom and Denmark to about 5 per cent 
i Germany, other countries having rates of increase 
of some 3 to 4 per cent. If such short-term improve- 
ments could be maintained over the next decade, the 
European economies would indeed become much 
healthier. 

There are no a priori reasons why such productivity 
gains should not continue in future. In any short 
period there are special factors at work which seem 
unique, such as the reconstruction in Germany and 
Austria, or the special aid given to several countries. 
It may also be argued first that some of the produc- 
tivity-raising structural changes that have occurred 
cannot easily be repeated on the same scale in future, 
and secondly, that government policy is likely to be 
more restrictive—in an attempt to secure greater price 
stability than prevailed in most countries in the early 
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*fifties—and that this may influence the rate of invest- 
ment. On the other hand, there are no signs that the 
rate of technical progress is diminishing, and past 
inventions are still waiting to be applied in many 
countries and industries. Some of the obstacles to 
the application of improvements may have diminished 
in importance: the elimination of severe fluctuations 
in output and employment has removed some of the 
risks of committing business funds, and labour shor- 
tage, and perhaps also labour unrest, has increased the 
attractiveness of mechanization and labour saving 
devices. But, the greater stability of employment may, 
by reducing the competitiveness of the system, have 
removed some of the spurs towards greater efficiency. 
Moreover, the productive units in many sectors of the 
economy are often too small to come into the range 
of economies of scale, and investments spread over 
numerous small existing units may be less productivity- 
raising than investments concentrated on new plants. 


Finally, it may be doubted whether the incentives 
to work or to invest are more favourable now than 
they were in the half-century before the First World 
War. The internal and external political risks might 
well appear to businessmen to be greater now than 
they were before, and taxation has become steeper 
and may act as a disincentive, at least in parts of the 
system. By and large, then, a 3 per cent annual 
cumulative increase in output per head may be as 
satisfactory a performance for most western European 
economies as can be expected. But such rates of 
change can be maintained only if governments endeay- 
our to keep employment high and steady and to encour- 
age, as was explained in the previous SuRvey,1* not 
only a high rate of investment but also a distribution 
of investments—between productive and social capital 
and between sectors—which will tend to maximize 
productivity gains. 


Output Per Head in Industrial Sectors 


Rates of expansion and changes in productivity for 
the economy as a whole are the combined results of 
sector developments, and these are affected not only 
by general increases in the labour force but also by 
their distribution. Tables 10 and 11, giving the relative 
distributions of manpower and output in a post-war 
year for broad sectors, show that the share of com- 
modity production in employment is in most coun- 
tries higher than its share in output, and that, in 
particular, agriculture attracts relatively much more 
labour than corresponds to its output share, while 
industry’s share in employment is generally smaller 
than its contribution to product (the United Kingdom 
and Belgium are exceptions). Among the industrial 
sub-sectors of commodity output, the percentage of 


14 See Economic Survey of Europe in 1955, chapters 2 and 3. 
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TABLE 10 


Structure of total employment and real net output (at constant prices), 
in a year between 1948 and 1951 


A. Excluding unpaid female family helpers 
B. Including unpaid female family helpers 


Percentage of total 


COMMODITY OUTPUT 


SERVICES 
Agriculture Industry Total 
Country 
Employment Employment Employment Employment 
Output Output Output Output 

A B A B A B A B 
United Kingdom . я 5) 6 gs 49 47 54 53 46 47 
Belgium . ‘ a Nien 12 13 1 51 50 43 63 63 50 37 Ки 50 
Luxembourg .. . 19 26 11 45 40 46 64 66 57 36 34 43 
Western Germany . 16 24 12 48 43 52 64 67 64 36 33 36 
Netherlands .. . р 14 13 в 40 41 54 54 46 46 
И р 29 16 33 41 Ns 62 57 т 38 43 
Е ине 24 17 42 52 66 69 34 31 


Sources : See Appendix В. 
а 1954, 


output contributed generally exceeds that of manpower 
absorbed both in the capital-intensive public-utilities 
sector and in manufacturing industry (except again in 
the United Kingdom and Belgium), while the opposite 
relation holds for building and construction and, in 
a number of industrial countries, for mining. 


Services as a whole have a higher share in output 
than in employment, and this applies without exception 
to the sub-sector “trade” and generally also to 
“transport”. The group of miscellaneous services, 
while generally conforming to the pattern, shows more 
exceptions to the rule. 


This is a static picture. Compared with before the 
war, some sectors, such as agriculture and mining, have 
tended to lose manpower absolutely and relatively and 
other sectors to gain manpower both from an increase 
in the active population and by transfers from declining 
sectors. Table 12 gives a condensed summary of these 
transfers and indicates their relative importance for 
the sectors gaining labour. From before the war up 


Norte. — The dates correspond in most cases to the first post-war census. 
The countries are ranked according to the increasing share of agriculture in 
total output, except for Sweden and Switzerland. 


to 1950 the sectors with contracting manpower lost 
in many countries 15 per cent or more of their pre- 
war labour force. Only in the United Kingdom, 
western Germany and Italy were the losses smaller. 
This shrinkage continued after 1950 with considerable 
force in the countries for which data are available. As 
the middle part of the table shows, the losses were 
highly concentrated on agriculture, which accounted in 
many countries for 90 to 100 per cent of the man- 
power released. In the industrial countries—Belgium, 
United Kingdom and Luxembourg—other sectors 
also lost labour during certain periods, particularly 
trade (in the United Kingdom), but also mining and 
sometimes transport. 


The third part of Table 12 brings out the quan- 
titative importance of these transfers in relation to 
the total manpower growth of the expanding sectors. 
In countries or in periods where the employed popula- 
tion remained stationary, the transfers necessarily 
accounted for 100 per cent of the sector growth. At 
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TABLE 11] 


ructure of employment and of real net output (at constant prices) by industrial sector ? in a year between 1948 and 1951 


A. Excluding unpaid female family helpers 
B. Including unpaid female family helpers 


Percentage of total 
и... 


Mining and Quarrying Manufacturing Electricity, gas, water Construction 
Country Employment Employment Employment Employment 
д В Output ||| Output | Output | Output 
| А В А В А 
nited Kingdom... a 3.9 3.6 ыы 36.9 35.1 Ех 1.5 2.0 ra 6.4 5.9 
apn ae ge 5.8 5.6 5.6 38.8 37.9 30.9 0.8 0.8 Dat 6.0 5.8 4.6 
Axembourg . . . . 3.2 2.8 37 33.0 29.5 35.3 0.7 0.6 1.1 7.8 6.9 6.6 
estern Germany . . 545 4.85 6.6*5 34.2 30.4 38.9 eee hae ene 8.8 7.8 6.2 
etherlands . . . .% = 1.4 2.0 Ae 30.3 31.4 0.8 1.6 Pe 6.7 5.4 
Brway wh... ae 0.6 1.3 a 23.2 28.9 an 0.9 2.1 hs 8.7 9.0 
TRG: ot St aes = fed 33.1 е aE 41.7 е 0.9 ae aH 8.2 ahs 7.1 
гапсе т р ey 2.0 2.6 os 25.2 30.6 0.7 1.6 6.9 55 
enmark Te oy а а а 28.8 е 26.7 е 29.3 е 0.6 0.6 1.6 at 6.5 6.0 
witzerland 0.3 0.3 ae 37.9 37.6 Be 0.8 0.8 a 8.3 8.2 a 
weden / ee +: | .. 4 Ox .. а 33:2е1  32.9е1 41.6е1 Rat ae ond 7.9 7.9 7.6 
а ды. 0.4 0.3 Oi 26.0 orl 30.0 0.6 0.5 Те 7.3 6.2 9.1 
о... < Fay Sa eid 25.6 € 24.1 е 32.2 е 0.5 0.5 23 8.0 US 3.0 
INTO ее Е аа ee Sani 27.01 ae 25.1 Л cad ee .. а а a, we 
ВН, hs ss 0.8 0.8 0.8 РОН ORY GH) 33.8 #1 19 за .. а .. 4 н.а ed 
reece. we w]e 0.6 0.8 т 16.9 20.3 xe 0.4 0.9 ae 2.8 3.6 
Daisies: Ps т eed God ae 19.3 € 24.3 е ee 0.5 1.1 к 5.3 2.8 
urkey : | 0.4 13 6 4.91 11.1: AL а .. а A 0.8 3.5 
Transport and communications Trade Other Services 
Country Employment Employment Employment 
CONAN COC |что 
A B A B A B 

nited Kingdom. . . of 26.9 26.3 
Dati boa ee 18.6 18.6 30.1 
uxembourg. . . .. .. .. 
festern Germany 18.5 16.7 17.3 
etherlands . . 24.4 25.5 
orway. . a 20.6 18.1 
nstfiat . «) 20.1 Be 17.9 
rance т a 18.5 22.5 
enmark 20.6 19.0 18.0 
witzerland say 22.2 22.0 
еек А rat ta: 19.0 19.0 a 
inland 13.4 11.4 14.4 
aly 23.0” 21.7” 27.4 п 
eland 25.4 x8 26.3 
ortugal 8 “tan 17.4 16.1 20.4 
RCECEM и UN ee 155 20.8 


Sources : See Appendix В. J Including construction. 
а For agriculture, see Table 10. 1 Including hotels, cafes and restaurants. 
Ь Including energy. т Employment figures for France refer to 1954. 
с Included in mining and quarrying. п Including trade. 
4 Yncluded in manufacturing. о Including banking and insurance. 
е Including mining and quarrying. P Included in other services. 
f Including mining, electricity, gas, water and construction. 4 Included in trade. 
& Output data at 1954 prices. r Including transport and communications. 
h Output data at market prices. 5 May include non-service items. 


i Including electricity, gas, water. 


Page 22 — Chapter УП 


TABLE 12 


Sector gains and losses in manpower 


Percentages 


Manpower released as a per- 
centage of employment in the 
“losing” sectors at the beginning 
of the period а 


rere SA 


Manpower released by agri- 
culture as a percentage of the 
total manpower released by the 


ee re SS 


Manpower released by the 
“losing ” sectors as a percentage 
of the total intake by the 


“ losing ” sectors а “ gaining ” sectors а 


Country ы 
Pre-war Pre-war 1950 Pre-war Pre-war 1950 Pre-war Pre-war 1950 
to to to to to to to to to 
1955 1950 1955 1955 1950 1955 1955 1950 1955 
United Kingdom. . . 9 10 5 25 4 60 16 25 16 
ть 6 5 ch ass о oe Fe 10 29 я a 100 
хеттов 2 en) 6 ый р] 5 a 79 4 Ae 100 16 
Western Germany 13 5 Я 100 100 100 5 5 5 
INOEWAaY am Gee ee eos 23 14 11 99 96 100 35 30 50 
РАО geet eee) se a Bie 16 ne в 100 к a 19 
Утансе кк > о 11 As 97 a Ae 59 te 
Ренате a cee. 5 15 100 а nS 43 
Binland =. ay ss: a 16 87 Ee Ak 83 
Italy Fees д. wis 8 90 Pee 3 53 
SwitzerianGds ой, a 16 98 3h a 26 
мебель" нь io 23 99 Se oe 57 
Portugal. 2 ee. - 17 — г р 22 


Sources : See Appendix В. 


@ The “losing” sectors refer to the sectors which, over the periods 
indicated in the table, were net; losers of manpower, whilst the “ gaining ” 
sectors refer to the total of the others in which, over the same period, 
total employment increased. 


Whilst agriculture is the main sector that was a net loser of manpower, 
in some countries employment in other sectors decreased as well. These are 
indicated below. 


United Kingdom : 1937 to 1954 and 1937 to 1950: Mining and trade, 
which released respectively 12 per cent and 84 per cent of the total between 


the other end of the scale, in countries or periods of 
rapid growth of the active population (as in western 
Germany) even large transfers made only relatively 
small contributions to the total increase in the man- 
power of the labour-attracting sectors. Most countries 
are in an intermediate position, and releases of labour 
in some sectors constituted a substantial proportion of 
the labour supply of the others which were expanding. 
This applies to Finland, Sweden and Norway, but 
also to Italy. 


The fact that the distribution of employment does 
not tally with the distribution of output implies that 
there are wide inter-sector differences in output per 
head in all the individual countries; and the shifts in 
the distribution of population between sectors lead 
one to expect that output per head has changed in 
an uneven manner in the various groups of industries. 
In order to illustrate the sector differences in output 
per head at a given point of time, they have been 
expressed as percentages of over-all productivity for 
each country. This has been done for a post-war year 
for which relatively reliable census data are available. 


The differences in relative output per head, even for 
broad groups of industries are striking (see Table 13). 


1937 and 1950, and 11 per cent and 64 per cent between 1937 and 1954. 
1950 to 1954: Transport and communications, 40 per cent. Belgium : Mining, 
manufacturing, electricity, etc., transport and communications, which released 
respectively 10 per cent, 36 per cent, 3 per cent and 22 per cent of the total. 
Luxembourg : Mining. Norway : 1938 to 1955 and 1938 to 1950: mining, etc. 
France : Transport and communications. Finland: Manufacturing. Italy : 
Trade and other services (excluding government). Switzerland: Mining. 
Sweden : Mining. Portugal : Other services. 


5 Insured occupied population only. 


In most countries output per head in agriculture, 
whether female family helpers are included in the 
employment count or not, is well below the national 
average. Labour transfers which, as was seen, have 
taken place from this low-productivity sector to high- 
productivity sectors have therefore tended to raise 
over-all productivity and have also contributed to 
raising productivity in agriculture itself. Industry in 
the wider sense has generally a productivity above the 
average, and that is also true for the services sectors. 


The inequality of net output per head—or in other 
words of income generated per head—in different 
sectors is smallest in the United Kingdom, Ireland and 
the Netherlands, where employment is distributed in 
a very similar way to output among the various indus- 
tries, and is greatest in the agricultural countries listed 
in the lower part of the table. The inequality is fairly 
large, however, in some of the industrial countries 
such as Luxembourg or Norway. 


If the industrial and service sectors are broken down 
into industry groups (Table 13), further disparities in 
income per head appear. Per capita income in the 
public utility sector lies everywhere well above—usu- 
ally 100 per cent above—the national average. Мапи- 
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TABLE 13 
Relative output per head by sector in a year between 1948 and 1951 


A. Excluding unpaid female family helpers 
B. Including unpaid female family helpers 


1.00 = national average 


Commodit . 3 ini 
Cantey output a Services Industry а Agriculture Seiad ang Manufacturing 
A B A B B A B A B A B 
United Kingdoms a. . na 0.97 ee 1.03 2 0.96 | .. 1.13 | a5 0.92 ес 0.95 
Вега keene 0.80 0.80 1235 881.34 0.84 0.86 | 0.59 0.55 0.97 1.00 0.80 0.82 
Euxembourg) 3... . 0.90 0.87 1.19 1.26 1104—1117. 10.55 0:40 1.16 i182) 1.07 1.20 
Western Germany .. . 1.00 0.95 1.00 1.10 LOT L205 079 051 22 133 1.14 1.28 
Netherlands. ..... <a 1.00 a 1.00 re 1.03 0.92 1.43 1.04 
Norway. oie т se 0.92 113 1.24 Ae 0.55 217 1:25 
О i) te. We 1.04 eh 0.92 1.23 0.70 м 1.26 
PTA NCO mee Е eye x 0.88 25 1.16 0.57 | 1.30 21 
Denmark oF ng 0.97 0.94 1.04 1.09 1.01 1.09 | 0.92 0.76 | 1.02 1.10 
Swedoneer ss, УЕ 0.97 0.97 ПЕ 7 0.66 0.65 | Nes д 1.29 1.26 
ть ое ес о 0.93 0.87 1:18 1.38 1.19. 1.40 | 0.68 0.54 0:75 * 1.00 * 1.15 1.36 
И о а 0.91 0.89 1023 io DOR 157 O75 0:68 1.26 1.34 
Teelands ko Ка 0.93 ve 1.11 0.93 3. 0.93 и a 23 0.93 x. 
POLE O al Meee ae ie bic 0.94 0.91 ит -25 1.31 104 TO O66 2100 1.00 52 1.43 
со Gold se A 0.85 1.39 122 0.69 ВАЗ 1.20 
рае: 0. 0.93 1.19 12 0.83 Ae 1.26 
Але oe See ee 0.76 2.49 2.61 0.61 3.25 2.26 
Electricity, gas, Е Transport and : 
ih arater Construction communications Trade Other services 
A B A B | A B A B A B 
United Kingdom... i 1.33 af 0.92 0.97 ой 1.19 0.98 
Belsinniieee se ae 2.62 2.62 0.77 0.79 0.93 0.94 По 1.13 1.62 1.62 
Baxemboure, ‹..... 1.57 1.83 0.84 0.96 i ео га ae a be 
Western Germany ... ae ni 0.70 0.79 1.24 1.44 0.95 1.01 0.94 1.04 
Netherlands = 2°22 = Е: 2.00 vs 0.81 1.02 Е 1.05 
ОУ ин" fs ae 2.33 i 1.03 1.42 Be 1.43 0.88 
РИ ee, Sone ee 3.56 0.86 be 0.85 1.07 S 0.89 Ae 
A 1.23 3 1.22 
1.26 0.87 0.95 
0.77 0.77 
1.59 1.07 1.26 
1.19 1.26 
ыы 1.04 
1.15 НЫЙ #27 
1.58 1.34 
1.31 1.22 
3.37 2.42 


Sources : Tables 10 and 11. See also Appendix В. 


Note. — For coverage of sectors, see Tables 10 and 11. The figures 
express the ratio of the percentage distribution of output to the percentage 


facturing industry exceeds the national average gener- 
ally by a comfortable margin, and by very much in 
Turkey, but lies actually below it in the United 
Kingdom and Belgium. The same is true for mining, 
but with greater variation between countries. By 
contrast, building and construction is typically a 
low-productivity industry except in some agricultural 


distribution of employment and show the inter-sector differences in output 
per head relatively to the national average. 


а Total commodity output less agriculture. 


countries (¢.g., Finland, Greece and Turkey), where its 
output per head lies well above that of agriculture 
and of the economy as a whole. Income per head in 
trade in all countries is higher than the average 
income, and this applies also to transport in most 
countries, the major exceptions being again the 
United Kingdom and Belgium. 
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TABLE 14 


Cumulative annual rates of increase in output per head, Pre-war to 1954 or 1955 


COMMODITY OUTPUT SERVICES OUTPUT 

Year or т о 

Country period vee м | Е nie au, ou 

- ining M ie ectricity, Construc- and | Trad ne t 
eee etter ИЕ и see Total oe тя services | services 
| 
Pre-war @ = 100 
i i 0.1 0.7 Ox 
United Kingdom. . . 1950 Del, —0.5 1.1 3.4 —2.8 0.7 1.4 5 

1955 2.9 — 0.2 GS) 3.5 —1.8 1.1 PA 1.1 0.2 0.8 1.( 
Barns 6 o 6 oo 6 1948 0.2 —0.7 —0.5 —0.1 —0.1 0.4 1.565 0.: 

1954 aul 0.9 1.9 0.6 ПО 2.1 0.45 № 1 
О о ро о 1949 0.6 —0.3 —0.1 —0.5 —2.5 0.0 0.5 0.2 
1954 1.6 1.8 0.3 эл 1.3 0.6 Е № 1. 
Western Germany . . 1950 0.1 —1.1 —2.3 —0.8 0.3 —0.2 1.1 0.4 их 
1955 lea) 0.7 —0.9 0.9 1.8 —0.6 15 0.8 0.5 
Могла eres 3. 3 1950 0.9 1.0 0.6 3.1 0.1 ES 1.9 1.5 4.0 2.3 1.8 
1955 eZ 1.4 1:2 3.1 1.4 Я). Ag) 1.6 2.6 2.0 21 
Капс р 1950 Re a we se a ae = i ve on i Re 
1954 1.9 0.7 13 2.9 125) 1.8 2.9 0.8 1.9 1.8 1. 
ОЕ ос овоб 1950 3.1 — 1.5 — 3.0 3.0 2:2 1.3 ihe 1.3 12 1. 
1954 fs № as - 13 
Е бора вв 1950 0.5 3.6 92 2.0 0.4 —1.35 0.2 —0.4 1. 
1955 ae tH x oe oh Sa : 2. 
ао еб: 1951 iy 25 2 0.3 87) 2.1 3.2 —0.25 —2.5с | —1.2 Е. 
1955 5% ——_ 3.2 4.2 3.0 #8 si г 2. 
PPurkeyseemeor ee cae 1950 —1.3 —2.5 — 171 — —0.2 —0.7 —0.9 —0.55 0.4 —0.3 —0.: 
1954-55 —0.5 —0.7 — 2.4 —— 0.1 0.1 1.7 —0.35 1.1 0.7 0. 

Post-war = 1004 

United Kingdom . . . | 1950 to 1955 2 0.4 2.5 3.9 2 2.5 4.0 0.4 0.6 1.2 i 
Bel Siu vee ee 1948 to 1954 8.3 3.8 4.6 3.5 2.1 5.1 5.6 —1.6 о 3 3. 
SUX DOULL ооо 1949 to 1954 3.7 6.6 1.0 8.4 1.4 1.9 р ья 7 a a 
Western Germany .. | 1950 to 1955 6.0 yi 32 5.7 6.2 —0.6 2:1 2A 4. 
УУотуау eee eres 1949 to 1955 1.9 2.5 2.8 3.2 4.6 3.9 2.8 12 0.6 1.6 2: 
ДА С А 1950 to 1955 80 — 3.9 — 3.2 519 4.6 3.2 1.6 2.5 2.8 4. 
У KCV о ви 1950 to 54/55 ite Sa —— 4.7 —— 0.7 2.6 9.6 0.7 3.1 4.0 3. 
Па: oot: 1951 to 1955 7.6 6.2 4. 


Sources : See Appendix В. 
а For the pre-war base years, see Table 1. 
5 Including banking and insurance. 
< Employment data do not include domestic services. 


These large inequalities between sector incomes per 
head—the relatively low productivity of agriculture 
and building and the high productivity of electricity, 
gas and water and some service sectors in particular— 
must be borne in mind when the development of 
productivity over time is discussed. Relatively large 
increases in the low-productivity sectors may still 


d The annual rates of net increase of total output per head for the period 1950 
to 1955 are in France: 2.9* 

Denmark: 1.5* 

Finland: 4.1* 

Netherlands: 2.4* 

Sweden : 3.7* 


leave their output per head below the upward-moving 
national average, and smaller increases of the high- 
productivity sectors may still keep them well ahead 
of the rest of the economy. 

Changes in output per unit of manpower by indus- 
trial sectors vary considerably according to whether 
the comparison is made over the longer period from 


ан И 


1938 to 1950 ог 1955 or over the post-war years alone 
(see Table 14). 


The outstanding features of the post-war develop- 
ment are the large productivity gains of agriculture, 
particularly in the industrial countries, where, of 
course, it makes only a small contribution to total 
output. Gains in agricultural productivity have also 
been greater than the average in France and Denmark. 
For these countries the gap between income per head 
in agricultural and in other sectors has therefore been 
slightly narrowed. 


Agricultural output per head in semi-agricultural 
countries has risen much less than in the countries 
mentioned above, and has also risen less than total 
output, so that the gap in sector incomes in these 
countries is still widening. In Turkey, the expansion 
of agricultural output was accompanied by a more 
than proportionate increase in agricultural manpower, 
so that labour productivity fell during the period, and 
the difference between income per head in agriculture 
and in other industries, where productivity rose, is 
wider than in almost any other country. 


Developments in the other low-productivity indus- 
tries, construction and building, have been very dif- 
ferent. Their apparent output per head is lower, 
particularly in the industrial countries, than before 
the war, although the figures for 1954 are generally 
higher than those of 1948 or 1949. But even in those 
countries where productivity in building has risen 
since before the war, the rise has almost everywhere 
been less than the national average (Italy is a notable 
exception). 


Net output per head in mining seems also to have 
lagged behind the average productivity gain. But, at 
least in the major producing countries, apart from the 
United Kingdom and Turkey, productivity in 1955 was 
generally above the pre-war level. Relative produc- 
tivity gains have been greatest in Norway (ore mining) 
and Italy (development of natural gas). Shortage of 
mining manpower in this sector has not helped to 
raise productivity; but it may be argued that the delay 
in major, and very often slow-yielding, investment 
projects has put a brake on the rise of productivity 
during this period. 


Even the progress of productivity in manufacturing 
industry, where it might have been expected to be 
particularly strong, has in many countries been smaller 
than that in commodity output generally and below 
the national average. In the United Kingdom, Finland 
and Turkey, however, productivity in manufacturing 
rose more than in the rest of the economy. Among 
the service industries, transport and trade show 
generally substantial productivity gains but do not in 
all countries show gains in excess of the national 
average. Figures for the transport sector are difficult 
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to interpret. Cases of an apparent decline in employ- 
ment may often mean no more than a transfer of 
certain transport activities to the manufacturing sector. 
It is known, for instance, that in the United Kingdom 
transport undertaken by firms on their own account 
is not included in the output of the sector “ transport 
and communications ”, but under the relevant sectors 
of industry. In view of the rapid expansion of road 
transport, a considerable part of which is on own 
account and has been calling for increased manpower, 
it is certain that not only the output, but also the 
employment of the sector “ transport and communi- 
cations ” in the United Kingdom is under-stated in 
the tables. Although in other countries road transport 
on Own account is supposed to be included in the 
transport sector, one cannot be certain that such is 
actually the case. According to whether road trans- 
port is more or less efficient in terms of output per 
head than the other branches of the sector “ trans- 
port and communications”, the tables may give a 
wrong impression of its importance in terms of its 
contribution to over-all output, employment and 
output per head. 


The gains in output per head in the services sector 
as a whole were somewhat smaller than the average 
(except in western Germany, Luxembourg, Norway 
and Turkey), and the partial evidence available for the 
later years suggests that the rate of productivity in- 
crease was less after 1950 than before. This would 
seem to be true not only for the trade sector, where 
wartime and post-war difficulties have enforced man- 
power economies, but also for the other service indus- 
tries. The disparities between productivity changes 
within the services sector in the various countries are 
very considerable, though on the whole perhaps 
slightly smaller than those in the commodity sector. 
Since the relatively lower productivity gains in the 
services sector affect the group of industries whose 
output per head was seen to be well above the national 
average, it seems that there has been a certain income 
equalization between the services and commodity 
sectors. 


The figures of productivity changes shown in the 
tables have so far been taken at their face value, and 
they represent what could be assembled from official 
records in present circumstances. But they should be 
regarded with considerable caution, not only because 
they are in many cases not easily reconcilable with 
other evidence of productivity changes, but also 
because some of the more violent changes in the 
figures are in themselves not very plausible. However, 
one might still hold that at least the direction of the 
actual change is generally reflected correctly. 

Indices of output per head combine the estimating 


errors of the volume data of output and of the employ- 
ment data. On the output side it is not only different 
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methods of estimating physical output, but also the 
choice of base year for price weights which is likely 
to introduce distortions into inter-temporal and inter- 
country comparisons, and these tend to be greater the 
farther back in time the base year lies. Thus, in 
Germany and Norway the real output calculations 
rest on pre-war weights and it would not be surprising 
to find considerable changes in sector figures, and in 
the economy as a whole, if they were re-based on a 
post-war year. The choice of an untypical early 
post-war year as a base, such as 1948 for the United 
Kingdom, may also give results significantly different 
from those which would be derived from a base year 
at the end ofthe period. But no country provides 
estimates of real output giving both end-of-period 
and beginning-of-period price-weights. The relation 
between current price series and volume series yields, 
however, implied price indices of the net output of 
each sector of the economy. The price movements 
of output as a whole in different countries, and the 
differential price developments between sectors of 
the economy, are an important enough by-product of 
this set of national income data to be given separately 
in Tables 15 to 17 in the appendix to this chapter. 


For the productivity estimates a greater deficiency 
seems to arise from the employment data. Even for 
a population census year it is not very easy to match 
the classification of output data with that of employ- 
ment data. Moreover, census data do not always 
register the unemployed, and they do not take note of 
part-time or short-time employment or the seasonal 
nature of some activities. The ways in which unpaid 
family helpers are recorded differ between various 
countries and from one census to another. Extra- 
polation of employment data beyond census years, 
with the help of other sources referring mainly to 
dependent employees, is likely to introduce further 
errors. Finally, employment data for the period before 
the war cannot be tied up satisfactorily with the 
post-war data. Thus, the denominator of the produc- 
tivity index is in many cases a doubtful quantity, and 
will remain so until comprehensive employment data 
geared to the International Standard Industrial Clas- 
sification become available at more regular intervals. 


However, even after making allowances for the 
statistical imperfections of the data, it is sufficiently 
plain that in most countries large differences exist in 
output per head in different branches of activity, and 
it is known that intra-sector differences are at least as 
wide as, if not wider than, inter-sector differences. 
Transfers from industries of low to high output per 
head would therefore help most if the tail-end of the 
producers of the low-output sectors would move to 
the upper part of the distribution of the high-produc- 
tivity sectors. This may happen in a roundabout way 
if firms with high productivity expand more rapidly 


than low-productivity firms, and if entrepreneurial and 
labour mobility are fairly high. But entrepreneurs are 
more specialized than labour, and the risk of entering 
a new industry or switching over to new products is 
greater than the penalties of hanging on at the margin 
in the existing industry. The potential incentives of 
inter-sector differences in average income therefore 
cannot be relied upon to bring about substantial 
movements of factors. These will generally take place, 
when labour supplies are fairly constant, only if 
factors are forced out of their existing employment; 
but many of them live behind the shelter of market 
imperfections and in the relative security of full 
employment. Where manpower supplies are increas- 
ing, a differential rate of growth between sectors could 
produce the required shifts; but in this case the 
problem merges into the wider one of obtaining 
adequate supplies of capital, entrepreneurship and 
management for the expansion of sectors with high 
output per head. 


Moreover, average output per head is not neces- 
sarily closely related to actual or expected profitability, 
which guides the actions of business men, or to econo- 
mic efficiency, and it can hardly be taken as a valid 
criterion for the optimum allocation of resources. As 
was shown above, the services sectors tend to have a 
higher output per head than many commodity sectors, 
and it would be odd to transfer resources out of con- 
struction, where output per head is low, to the trade 
sector just because here gross margins and output per 
head are high. Even if it were a desirable goal to bring 
about some transfers between sectors, economic policy 
could not do much—with the accepted instruments of 
monetary and fiscal policy—to iron out differences in 
output per head, except by removing market imperfec- 
tions and hindrances to the mobility of factors and 
by reducing any protection now given to the fringe of 
marginal producers in the low productivity sectors. 


It is not easy to translate these reflections into sugges- 
tions for specific practical steps which governments 
can take; and even if appropriate measures could be 
suggested, social and political considerations, and 
possibly other economic reasons (e.g., balance of 
payments reasons), might militate against them. In 
countries where governments are willing to foster 
particular industries by supplying capital or manage- 
ment, or both, or by guaranteeing sales, and where 
new labour supplies are relatively plentiful—as in 
many of the agricultural countries—the building-up 
of the high-productivity parts of the economy may be 
easier; but in the more industrial countries such a 
discriminatory policy of direct government interference 
is usually confined to projects which would normally 
not be undertaken by private enterprise (such as atomic 
energy or aircraft development). Without under- 
estimating the importance of the structural changes 


which have taken place in some of the European 
countries in the short span of sixteen or seventeen 
years, the contributions towards greater productivity 
which can be expected in future from inter-sector 
shifts of output seem unlikely to be so large as to alter 
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substantially the average rate of change of productivity. 
In all countries—particularly in the agricultural coun- 
tries—this must come from additional investment and 
improved capital equipment both in existing industries 
and, still more, in the development of new industries. 


APPENDIX TO CHAPTER 7 
МотЕв то TABLES 15 TO 17 
OUTPUT AT CURRENT AND CONSTANT PRICES—IMPLIED PRICE MOVEMENTS 


As the analysis of the chapter has been conducted in terms of output at constant prices, it is useful to give at least summary 
information about price movements of total and sector net outputs in different countries. No simple relationship exists between 
rates of growth of output and changes in the price level or between sector growth and sector price movements. 


Table 15 gives the implied price indices for one pre-war and two post-war years, taking for all indices, whatever the base 
year of price weights, 1950 equal to 100. The violent movements in price levels caused by wartime disruptions of economic life 
come out very clearly, also the continuing disparity of changes in price levels since 1950. Table 16 illustrates the differences 
in the development of sector prices by expressing the implied price indices for each sector as a percentage of the price index 
for total net output. 


It might be thought that such divergent price movements between industries as those shown in the table would greatly 
affect the relative shares of industries in total output when measured at constant and current prices. This occurs only to a 
minor extent, however, because the strong upward movement of the general price level of net output of goods and services 
swamps in most cases the comparatively smaller deviations of individual industries from the average. This is shown by Table 17. 
This table will also serve as a reference frame for part of the analysis of factor shares in Chapter 8, which is related to incomes 
generated at current prices. 
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Chapter VIII 


FACTOR SHARES IN INCOME 


The purpose of this chapter is to present the reverse 


side of the pictures described in Chapter VII of 


changes in the industrial composition of real national 
product and of sector incomes per unit of manpower 
employed. It therefore discusses how the money value 


of the national product and—as far as possible—of 


its various industrial sectors is divided among fac- 
tors of production, or (more precisely) among 
such broad factor groups as can be identified in 
national statistics. 


These “ statistical ” factor groups are often so broad 
that they have little connexion with the economic 
concept of a factor of production. In current national 
income statistics the income originating in each sector 
and available for distribution (or—what amounts to 
the same thing—the gross value added by each sector) 
is divided into payment of wages and salaries and other 


forms of compensation of employees, payment of 


rent and interest and provision for depreciation, and, 
finally, profits. Direct taxes absorb a part of these 
profits, a part is distributed as dividends, and a part 
is retained as business savings.1 The distinction be- 
tween profits and labour income cannot be made for 
the important group of self-employed persons, who 
devote part of their mixed incomes to personal use 
and part to re-investment in the business. 


1 In so far as rent, dividends and interest are paid from one 
enterprise to another, they form part of the other’s income 
and are reflected in its final income for distribution. АП such 
inter-enterprise payments disappear from the final presentation 
of the national accounts, so that there are left only the receipts 
of property income by households (including non-profit-making 
organizations) and by the government sector. 


The distribution of the national income among these 
different types of factor payments, the share of wage 
income 2 in the total national income, and the division 
of the national income between income from property 
and entrepreneurship and income from employment 
(and the relative importance of income from self- 
employment), have always interested economists and 
other social scientists. These concepts of distributive 
shares have often been used, though not always with 
full understanding of their implications, in political 
and social discussions. The distribution of income by 
factor shares is not equivalent to the distribution of 
total personal incomes among the factors. Those who 
receive income from employment (and they include 
company directors as well as domestic servants and 
manual workers) may also hold shares or receive 
interest on savings accounts and are often credited 
with imputed rent for the dwellings which they own. 
Similarly, the operating surpluses of corporate enter- 
prises may be augmented by non-trading income. 
Even if the effect of income transfers resulting from 
social policies, etc., is ignored, the analysis of factor 
shares must still not be used to draw unwarranted con- 
clusions about the economic status and the welfare of 
this or that type of income receiver, simply because many 
economic agents combine several factor functions. 


» 66 


2 The terms “ wage income”, “labour income”, “income 
from employment ”, “ wages”, etc., are used interchangeably 
throughout this chapter, and, unless the context clearly indicates 
otherwise, refer to the total remuneration of employed persons, 
including payment in kind and employers’ contributions to 
social security schemes—that is to say, in the sense in which 
income from employment is usually employed in national 
accounts. 


С 


1. CHANGES IN FACTOR SHARES SINCE BEFORE THE WAR 


The average relationship between income gained 
from employment and the total of all forms of factor 
income is a function of the social and industrial 
structure of a country. If the share of labour income 
in the total net output of a given sector were the same 
in all countries, the average for all sectors would 
nevertheless differ from one country to another 
because of the varying relative importance of a parti- 


cular sector within each country. Thus, one would 
expect that the ratio of labour income to total income 
would be lower in a primarily agricultural country 
than in an industrial country, simply because income 
generated in the form of payments to employed labour 
is a much lower share of the total income generated in 
agriculture than it is in industry. At the other extreme, 
the total product of the government sector is by 
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convention (and with the exception of a small amount 
of imputed rent) exclusively composed of wages and 
salaries. 

Similarly, within any country, part of the change 
over the years in the average relationship of labour 
income to total factor income may be explained by a 
change in the industrial structure; it is these changes 
which will be examined in a later section of this 
chapter. Ideally, it would be desirable to have a finer 
break-down of the factor labour into unskilled and 
skilled manual labour, clerical, professional and 
managerial labour, and to have a large number of 
sectors for which these income fractions were known. 
It would then be possible to distinguish those types of 
income and those sectors which, by their fluctuations 
and importance, have been mainly responsible for the 
movement of the average ratio of wages to total 
income, and to analyse how far the movement was 
“explained ” merely by shifts in the industrial struc- 
ture, such as have been described in Chapter VII, and 
how far by other causes. In practice, however, few 
countries (Denmark, France, western Germany, 
Norway, Finland and the United Kingdom, and to 
some extent the Netherlands and Ireland) give any 
break-down of factor shares in income by sectors of 
the economy, and such detail is usually limited to a 
number of broad sectors which may conceal within 
themselves significant variations. In only two or three 
of these countries can comparison with pre-war be 
made. A classification of income from employment by 
type of earner is equally impossible for the economy 
as a whole. 


An alternative to an examination of factor shares in 
income within sectors would be to divide the economy 
by type of business organization. Thus, by removing 
factor payments by governments and the self-employed 
the distribution of income created by the corporate 
sector, or the income of the private non-agricultural or 
the “ ordinary business ” sector, could be examined— 
as has been done for the United States. But such 
refinements are scarcely possible for European coun- 
tries since, even if the profits of companies or the 
business earnings of the self-employed are given, the 
proportion of the national wage bill and of other 
incomes to be attributed to those segments is not 
known. An approach along these lines is nevertheless 
attempted. 


It is proposed, therefore, to begin by considering 
the share of labour income in the national income with 
a view to seeing if there is a pattern of behaviour 
common to all countries or to groups of countries and 
whether explanations of that behaviour can be found. 


3 Cf., С. Garvy and Е. Е. Denison and their contributions 
in The American Economic Review, May 1954, Е. Е. Denison 
in Survey of Current Business, June 1952, and J. Burkhead, in 
Journal of the American Statistical Association, June 1953. 


Wherever the data permit, the movement of other 
types of income will be examined at the same time. 
The subsequent examination, for the few countries 
for which that is possible, of the behaviour of the 
shares of labour income in different sectors will then 
help to throw light on some of the causes of change 
in the over-all proportions and to verify the tentative 
conclusions reached in the first part of the analysis. 


Income from Employment 


For a number of countries, income from employ- 
ment as a percentage of total national income is shown 
in Table 1. Bearing in mind the structure of the 
different countries, and more particularly the degree 
to which industry or agriculture is predominant and 
the extent of self-employment outside agriculture, 
there is little cause for surprise at finding that the share 
of wages is lowest in Italy and Ireland, where agri- 
culture is relatively more important, and highest in the 
United Kingdom, western Germany and Sweden, 
which are predominantly industrial countries. 


The immediately striking aspect of the table is, 
however, that the share of wages in all post-war years 
is everywhere (except in Ireland) higher than in 1938. 
It is very much higher in Finland, Luxembourg, and 
Switzerland (more than 20 per cent for the average of 
the post-war years), while the Netherlands, Norway 
and western Germany show the smallest increase 
(less than 10 per cent). At the extreme end of the scale 
stands Ireland, where the pre-war ratio has only 
recently been restored. If one looks at the movement 
of the ratio after 1948, the majority of countries show 
no clearly discernible trend for labour income to 
become either an increasing or a decreasing share of the 
national income; in most cases, the wage fraction 
varies by two or three percentage points over the years, 
with perhaps some tendency for it to reach its lowest 
point in 1950 or 1951. In France and Sweden, how- 
ever, there has been a marked increase in the wage 
fraction, which tapers off in later years, and in Den- 
mark there has been a rising trend since 1950. 


The Share of Corporate Profits 


If labour income constitutes a greater share of the 
national income than before the war, it is a matter 
of simple arithmetic that something else must account 
for a smaller share—either income from self-employ- 
ment, profits, rent or interest. This does not mean 
that one kind of income has tended to be transformed 


“ Government trading and property income should formally 
also be mentioned, but it normally accounts only for one or 
two per cent of national income. Its coverage varies appreciably 
between countries according to the financial and institutional 
arrangements obtaining for state and public enterprises and 
depending also on whether or not they are treated as state 
monopolies. 
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TABLE 1 


Share of wages and salaries in national income 


Percentages 

Country 1938 1948 1949 1950 1951 1952 1953 1954 1955 
Austria i ee ee rs 58.5 571 56.1 56.7 58.3 59.7 58.1 58.1 
о. 45.7 52.7 54.6 53:2 53.3 54.8 54.0 53.6 53:9 
Denmark 5° hee Oe ee fh 54.1 52.9 51.6 52.7 53.4 5355 55.8 55.9 
JER SOE. ee a | ee 50.4 59.1 61.8 61.7 59.1 62.3 62.2, 61.6 61.2 
Ва Е. 52.0 56.0 55.0 ДУ 58.3 58.9 59.5 59 
Wester Germany... . . 55.4¢ Ae 60.8 58.6 60.3 62.6 62.4 63.6 
ПОЗ... в... 51.64 48.8 49.0 523 533 50.5 49.7 51.1 51.6 
ое о м а и 40-42 is be om ys : 48-50 Me 
eM БОИ. ". 45.3 es 58.4 60.4 52.2 52.4 61.2 59.9 57.7 
ее ао еее. 50.7 555 53.3 53.3 54.4 53.5 52.8 54.1 53.6 
О. 50.2 53.6 54.7 54.3 50.2 53 56.5 55.4 55.4 
Сия ‘дор М 52.0 60.6 59.8 59.3 572 61.3 63.0 62.7 


А И Е | ess 0 
716 73.0 “722 и.о 82 


Sources and methods : See Appendix В. 


Note. — Wages and salaries include employers’ contributions, income in 
kind, and all other items treated in national accounts as income from employ- 
ment. In principle, stock appreciation is excluded from national income in 
Belgium, Denmark, France, Ireland, Luxembourg, the Netherlands, Norway, 
Sweden, Switzerland and the United Kingdom. 


into another, but simply that one or more of these 
four remaining kinds of income have become relatively 
less important in the flows of the economic system. 
The course of profits is particularly relevant in this 
connexion. If the gain of wages has not been at the 
expense of profits, both will show a more or less 
corresponding rise in their share of total income since 
before the war, and it is the remaining types of income 
that will show a fall. Such a simple investigation of 
the question whether profits have or have not lost 
what wages and salaries have gained in the distribution 
of the national cake is unfortunately impossible for 
a number of reasons. First, national accounts data 
on the income side are usually presented in the form 
of income received by households, without distin- 
guishing between interest, rent and dividends as 
components of property income, so that a figure for 
corporate profits before distribution cannot be derived. 
Secondly, suitable pre-war data are often not available 
and, thirdly, the influence of stock appreciation is 
not negligible. 


The capital gain or loss due to the valuation of 
stocks (as distinct from the physical change in their 
volume) should not enter the calculation of current 
trading profits and should not appear in the national 
income. The difficulty, however, of ascertaining that 
part of the total value of the change in stocks that 
is due exclusively to a change in the price at which 
the total of stocks is valued at the beginning and at 
the end of the year is such that national accounts 
generally can—at best—make only a global estimate 


5 Share of net domestic product. 
с 1936. 


d Stock appreciation has been assumed to be zero. 
е Share of gross national product. 


for the whole economy and cannot make the distinc- 
tion by sectors. Even then, some uncertainty remains 
about the accuracy of estimates of stock appreciation. 
Stock changes are notoriously the weakest part of 
national income estimates and the element of appre- 
ciation is, as a rule, even more nebulous. It is stated 
that in Luxembourg, the Netherlands, France, Norway, 
Sweden and Denmark, stock appreciation is, in 
principle, excluded from all relevant items of income, 
and estimates are published for the United Kingdom 
which permit the derivation of data free of this 
extraneous element; the degree to which stock appre- 
ciation is effectively excluded from the Belgian and 
Swiss figures is open to perhaps greater uncertainty, 
and in other countries it must be supposed that no 
adjustment (or only a global adjustment, as in Ireland) 
is made. 


The method of evaluating stock changes will 
obviously affect the percentage shares in total national 
income not only of income from capital, but also 
of labour and other types of income.’ But it will 
have a particularly marked effect on corporate 
profits—and even more on corporate savings—since 
the absolute value involved has to be deducted not 
only from the denominator (national income), but 


5 There is another kind of “ capital gain” that may also— 
though no doubt less seriously—lead to an over-estimate of 
true net profits, the provisions allowed for fixed capital con- 
sumption. If such provisions are allowed for on an historical 
rather than on a replacement cost basis, apparent profits are 
correspondingly inflated, and likewise the net national product. 
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TABLE 2 


Share of wages and corporate profits in national income or net domestic product 


Percentages 
cea ares aaa Ik ee cl Se ee ete A 


United Kingdom 2 (net domestic product) 
Profits: 


Before eliminating stock appreciation .. . 
After eliminating stock appreciation... . 


Wages: 


Before eliminating stock appreciation .. . 
After eliminating stock appreciation... . 


France (national income) 
Profits: 


Before eliminating stock appreciation .. . 
After eliminating stock appreciation. . . . 


Wages: 


Before eliminating stock appreciation .. . 
After eliminating stock appreciation. . . . 


Ireland (net domestic product) 
Profits: 


Before eliminating stock appreciation .. . 
After eliminating stock appreciation. . . . 


Wages: 


Before eliminating stock appreciation .. . 
After eliminating stock appreciation. . . . 


Finland (national income) 


1948-55 

1938 1948-55 (7938 100) 
В. 11.5 15.5 135 
Paes 12.7 14.2 112 
a. 66.5 71.4 107 
ee 65.3 13.1 112 
we. * 9.6 by 
Ler (he) 8.3 114 
ae te 56.7 ы 
= 52.0 57.8 112 
ei 7.9 9.8 124 
РЕ 7.96 9.1 115 
a 52.8 51.2 97 
ae 52.85 52.0 98 


Sources and methods : See Appendix B. 
а Profits are given before deduction of interest paid by corporations. 


also from the numerator of the fraction (corporate 
profits or savings). In periods of changing prices the 
effects of stock appreciation on profits will remain 
significant even when profits are averaged over seven 
or eight years (though, of course, less marked than 
in the two or three years 1950-52 when stock appre- 
ciation was of particular importance), while the 
averaging process reduces the effects on labour income 
to small dimensions over the period as a whole. 


Table 2 puts together available information on 
pre- and post-war profits for five countries, for three 
of which the effect of excluding stock appreciation 
is clearly illustrated. 


The total profits shown represent the operating 
surpluses of corporations—after providing from their 
net domestic product for payments of wages, rent and 
interest—plus net remittances of profits from abroad 
(except for Ireland, the United Kingdom and Switzer- 


Ь Stock appreciation has been assumed to be zero. 


с Excluding the surpluses of co-operative societies. 


land). They are therefore not necessarily the same as 
the total income of corporations, since that concept 
normally includes non-trading income received in the 
form of transfers. Though it is a company’s total 
income which determines its distribution of dividends 
and its saving, it is more appropriate in the present 
context to consider strictly the contribution of corpo- 
rate profits to the national product, since this discus- 
sion is concerned only with the earned incomes of 
salary and wage-earners and not with the various 
transfers that they receive. Further, it is, for the 
moment, profits in relation to the total national 
income that are being considered, and not the question 
(which is taken up later in this chapter) whether they 
have done more or less well than wages within the 
corporate sector. 


If the five countries are at all representative, there 
is no evidence that profits now form a lower share 
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TABLE 3 


Share of income of unincorporated enterprises in national income 
(distinguishing income from agriculture, forestry and fishing) 


Percentages 


eee ee | Bae Dai lies 90 99 Фе ООН Inyioiinn 


1938 1948 1949 


Belgium: 2 
гон Bey: 33.0 36.8 34.0 
Agriculture ..... 10.5 8.6 thal 
ео. 22.5 28.2 26.3 
Denmark: 
tal Е Не 2 35.2 36.0 
Agriculture ..... 50 9.6 ES 
Other 27a eee =. 257 24.5 
Finland: 
Ota ec АА бои, 25.8 28.9 25.4 
АНК ооо о 
Others) ars) ve, 
France: 
Rotaltr ate ees ee 33.6 oc 36.8 
оао 50. 14.4 ae 16.1 
Others: Square; 5. 19.2 wa 20.7 
Treland: 
Agriculture > 32% 9.9% 19.4 27.6 28.4 
Luxembourg: 
otal ay. Pees sont 36.6 qa 29.0 
Agriculturessa) А» 5% а 11.0 
О —aetke- eve be We 18.0 
Norway: 
ее. 9.5 10.9 11.4 
Sweden: 
Ога а. 13.6 14.4 14.7 
Switzerland: 2 
ROTA See ЩИ 21.8 21.6 20.6 
ASPICUIUHT Gs oe estos) ve 7.0 ee 6.4 
Oe: Sea ee 14.8 14.3 14.2 
United Kingdom: ¢ 
оао“. 12.9 11.9 11.9 
ЧЕТ) один 12.9 2:2 2.2 
Agriculture (В) ... 1.3 2.9 3.1 
Others(B ies at, seth 11.6 9.3 9.1 


1950 1951 1952 1953 1954 1955 


33.8 32.0 30.9 313 30.7 30.4 
7.0 6.8 6.3 6.6 6.1 55 
26.8 25.2 24.6 24.7 24.6 24.5 


11.2 10.1 10.5 10.2 10.0 9:7 
ATS 10.5 10.7 10.6 10.3 10.0 
2.9) 2:9 2.9 2.8 2.4 2.3 
8.6 7.6 7.8 7.8 7.9 ТЫ 


Sources and methods : See Appendix В. 


Note. — In principle, stock appreciation is excluded from national 
income and from the income of unincorporated enterprises in Belgium, Den- 
mark, France, Ireland (except in 1938), Luxembourg, the Netherlands, Norway, 
Sweden, Switzerland and the United Kingdom. Stock appreciation in agri- 
culture has been assumed to be zero. 


@ The income of unincorporated societies (Sociétés de personnes) is after tax. 


of national income than before the war. But this is 
all that the countries have in common. Profits might 
be slightly lower in Finland, if stock appreciation were 
eliminated from the figures, while the Swiss average 
conceals a rising trend (see Table 6). In the United 
Kingdom and France the shares of wages and of 
profits (net of stock appreciation) have risen in about 


Ь Includes interest and non-dwelling rent paid to households. 

с Share of gross national product. The percentages under-estimate the share 
to the extent that part of the regular residual should be attributed to this 
sector. For further details, see Appendix B. 

d Share of net domestic product. 

е A = share of national income: В = share of gross national product. The 
income is given before deduction of interest payments. 


the same proportion, while in Ireland profits seem 
to have done rather better. In Finland and Switzerland 
the development of labour income has clearly been 
more favourable (always in the particular sense of 
the ratio to national income) than that of profits. 
This diversity of experience makes it impossible to 
generalize, 
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Income from Self-employment 


Wages and profits are not the only income related 
directly to the production process. In all countries 
there is a further, and often important, share of the 
national income earned by the self-employed. Such 
earnings represent in part a remuneration for their 
own services and in part the return for their entre- 
preneurial skill and their capital invested in the 
business. (Any division of their earnings into these 
different elements would, of course, be fairly arbitrary.) 
Some of the increased share of labour income in the 
total could therefore be due simply to a decline in 
the importance of self-employment in the economy, 
itself possibly due to a relative decline in an important 
sector where self-employment is large, such as agri- 
culture, leading some of those formerly working on 
their own account to take up dependent employment. 
On the other hand, a shift in one or more sectors of 
the economy away from the individual trader to the 
corporate form of organization, such as might take 
place in retail trade for example, would have a less 
certain effect. There would be some addition to 
labour income as formerly independent traders 
became paid employees of companies, but part of 
the former trading surplus of the individual entre- 
preneur would become a company profit. 

There are no direct means of establishing from 
national accounts data whether the corporate sector 
has in fact grown faster than the unincorporated 
sector, in terms of their respective contributions to the 
national product, and the matter can be judged only 
from data on the occupied labour force in a pre-war 
and a post-war year. 

There has indeed been a decline since before the 
war in the relative numbers of self-employed persons 
in most countries,®°* explainable partly, and most 
clearly in Ireland, by the fall in the total numbers 
engaged in agriculture. If per capita income of the 
self-employed had changed proportionately to average 
income, the fall in their numbers would tend to lower 
the share of income from self-employment in the total. 
In point of fact, however, Table 3 reveals only rela- 
tively small changes from the pre-war position (except 
in Luxembourg and the United Kingdom), particularly 
if the years 1948 and 1949 are treated as untypical in 
the sense that they belong to the end of the period of 
reconstruction. On the other hand, in some of the 
countries for which comparisons can be made, 
notably Belgium and, in recent years, France, 
farmers’ incomes are lower as a share of the total 
than before the war. Outside agriculture, move- 
ments in incomes of the self-employed show no 
dominant tendency in the comparison between 
pre-war and post-war, but since the war, they 
have shown a fairly widespread declining trend. 


5@ See Table 9. 


Mention was made of the decline in numbers 
engaged in agriculture in most countries, and it is 
instructive to examine, from the limited evidence 
available in Table 3, what happened to agricultural 
incomes in particular—since this is the sector with the 
largest amount of self-employment. In spite of the 
relative decline in their numbers, farmers in several 
countries at least maintained or even improved their 
share in total income, reflecting some increase in 
income per head. This is most noticeable in Ireland 
and in the United Kingdom, where the agricultural 
sector has expanded since pre-war. More generally, 
it reflects also the more favourable prices of agricul- 
tural products ruling in world markets in the earlier 
post-war period and the higher relative prices that 
farmers in any case enjoyed as a result of policies of 
agricultural protection. Moreover, labour incomes 
have constituted a lower share of the total product 
of agriculture than before the war—partly, no doubt, 
because of greater mechanization, and partly perhaps 
because of a shift in agricultural production. 

The relative position of the self-employed, showing 
at best a constant share in national income, has, 
of course, worsened compared with labour incomes, 
which have increased their share since before the war, 
as also have profits in some countries. 


The Share of Rent and Interest 


It is rent and interest payments, above all, that have 
suffered a relative decline. Table 4, which assembles 
the available data on income from property and 
entrepreneurship, shows clearly what has happened to 
rent in Norway, Switzerland, France, Finland and 
Ireland.* In the United Kingdom net rent—now only 
two per cent of the net domestic product—accounted 
for more than eight per cent in 1938, while in the 
Netherlands the decline, at least until 1950, is even 
greater—from 13 per cent in 1938 to 4 or 5 per cent. 
In Finland the decline (in rent and interest payments 
taken together) is of about the same order, while in 
Norway it is even more drastic. In France net rent is 
actually negative since the war 7 (and a larger negative 
figure holds for the rent of dwellings only). In coun- 
tries such as Sweden and Belgium, where only totals 
for rent, interest and dividends paid to households can 
be compared, most of the explanation of the change 
since before the war is likely to be found in the first 
two kinds of payment, though this is not to say that 
there was no decline in dividends as well. 


The reason for the declining importance of rent is, 
of course, not far to seek. Rent control in almost all 


8 In Ireland part of the rent refers to a statutory land annuity 
payment of a constant amount fixed in terms of pre-war prices. 

7? Because gross rent less expenditure on repair and main- 
tenance and other current charges does not cover provisions 
for depreciation. 2 EME ayy дн 
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TABLE 4. — Income from property and entrepreneurship of corporations and households 


Percentage shares in national income 


1938 1948 1949 1950 1951 1052053 1954 1955 


Austria Direct taxes on corporations 
Saving of corporations .... . 
Other household income from pro- 
perty andentrepreneurship 2 . . BG 3 
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Netherlands Direct taxes on corporations . . 0. 
Saving of corporations ..... 3 
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Sources and methods : See Appendix В. 


Appendix В 
Моте. — For the exclusion of stock appreciation from the figures, see 8 Including provision for depreciation. 
the general note to Table 1. h Excludes the excess of the interest on the national debt over the imputed 
а Including income from self-employment. interest on productive assets of the Federal Government. 
5 Received by all sectors. i Excluding dividends paid by co-operatives. 
с Including government enterprises and the re-invested savings of the self- J A+ before the elimination of stock appreciation. 
employed. B: after the elimination of stock appreciation. 


d Per cent of net domestic product. 7 : К Excludes imputed rent of owner-occupied trading premises. 
е Including the trading and property income of де : К У 
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countries has ensured that rental incomes (after 
allowance for higher repair and maintenance costs) 
have kept pace neither with the rise in prices since 
before the war nor with the rise in other incomes. 
In so far as interest is also of less importance 8 (and 
the data are inadequate to determine just how far this 
is so), the contractual amount of interest must re- 
present a smaller burden in relation to higher post-war 
money incomes. 

Finally, a reference may be made to income from 
abroad. If wages are expressed in terms of national 
income, a drop in the contribution of net income from 
abroad to the national income will clearly have the 
effect of raising the share of wage as against property 
income. In most countries, however, net income from 
abroad is a marginal item and changes in it will have a 
negligible effect; but it is of some importance in the 
Netherlands and the United Kingdom. In the Nether- 
lands net profits remitted from abroad constituted 
about 6.5 per cent of the national income in 1938, 
while they have been only one to two per cent in post- 
war years. In the United Kingdom total net income 
from abroad, which was four per cent of the national 
income before the war, has normally been one or 
two per cent since. 


Changes since before the War in the Business Sector 


For many purposes it would be interesting to 
extract all non-business activities from the accounts 
and to consider only changes in factor shares in 
income within the business sector of the economy. 
Indeed, to dig even further, and to split business 
enterprises into a corporate and a non-corporate 
sector would be even more revealing, but this is not 
possible in the present state of development of national 
accounts in Europe. All that can be attempted by way 
of approximation is to eliminate as far as possible 
those sectors that are clearly of a very different 
kind. 

Rent is one such sector in which the play of market 
forces cannot influence the relative shares of different 
factors, since there is virtually only one factor involved 
in the production of the services provided by dwellings. 
It would therefore be desirable to consider income 
shares without this special influence. For similar 
reasons public administration and defence, the output 
of which is by convention valued exclusively at cost 
in terms of wages and salaries (with a small addition 
due to an imputation for net rent of government 
buildings) might be excluded. The rent of dwellings 
and the wages of civil servants are not the only sectors 


8 Since corporate profits in the United Kingdom as shown 
in Table 2 include interest payments, pure profits must have 
risen even more, compared with pre-war, than is there indicated. 
On the other hand, if company income from abroad were 
to be included it would work in the opposite direction, 


exclusively consisting of either labour or property 
income that by their relative growth or decline can 
influence the general wage fraction. Certain other 
activities—such as those of private non-profit-making 
organizations and domestic service—and certain ser- 
vices related to public administration that may not be 
covered by the definition of that sector, such as public 
health and education, should be calculated as well. 


Finally, it may not be unreasonable to treat agri- 
culture as an economic sector different in kind from 
other business sectors, mainly because it accounts in 
all countries for the larger share of self-employed 
persons and labour income therefore represents an 
unusually low share of the total product of the sector. 
If all the self-employed were in agriculture the non- 
farm business sector would be identical with the cor- 
porate sector. As there are, however, self-employed 
in many other sectors, the statistical coverage of the 
non-farm business sector as considered here is still 
a hybrid of corporate and unincorporated businesses. 
The significance of self-employment in non-agricultural 
sectors is not identical in terms of income and in 
terms of employment.8* In income terms agriculture 
accounts for roughly one-third of total self-employ- 
ment in most of the countries listed, though for more 
like a fifth in Belgium—at least in the post-war years— 
and a quarter in the United Kingdom (much less in 
1938). In terms of numbers, agriculture accounts 
more often for between a half and two-thirds of self- 
employment, with Ireland at one extreme (roughly 
three-quarters) and the United Kingdom at the other. 
But the number of self-employed in the total is rela- 
tively small in the latter country and in general there 
is a fairly close correlation between the importance 
of self-employment in the economy as a whole and 
the degree to which agriculture accounts for a major 
part of self-employment. 


Another good reason for treating agriculture 
separately is that data are available for the agricultural 
sector in some countries (though usually only for post- 
war years) which are lacking for other sectors. But 
there are still further reasons. One is the striking 
reduction in its wage fraction in most countries since 
before the war, compared with most other sectors. 
Since agriculture has everywhere a low content of wage 
and salary payments, any tendency for it to become 
less important, relatively to other sectors, would be 
reflected in an increase in the wage fraction for the 
economy as a whole and vice versa. The difficulty of 
properly evaluating the output of the agricultural 
sector (particularly when there is considerable con- 
sumption on the farms) is well known, and this is 
par excellence the sector of the individual entrepreneur 
and the unpaid family helper. If a wage payment 


ва This can be seen from a comparison of Table 3 with 
Table 9. 


О - 


(A) the economy as a whole; (В) the private sector; (C) the business sector 


TABLE 5 


Share of wages and salaries in 
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Percentages 

Country 1938 1948 1949 1950 1951 1952 1953 1954 1955 
Belgiumies В о &o% A 45.7 57 54.6 53.2 53.3 54.8 54.0 53.6 53.9 
В 49.4 50.9 51.4 49.4 50.5 49.5 49.0 49.4 
(© 57.9 59.7 60.2 57.2 58.3 58.3 57.8 57.9 
Denmark reper ity .2i)s a: A 46.9 45.5 44.4 44.9 45.4 45.4 47.0 47.0 
B 43.8 42.8 41.4 41.7 42.0 41.9 43.3 43.3 
С 48.2 48.3 46.8 47.0 48.6 48.3 49.1 49.4 
ара сао ee tok: А 54.9 55.8 555 52.8 56.0 55.9 55.3 55.0 
В 52.0 52.9 52.2 50.0 51.4 53.1 52.9 52.4 
С 66.7 64.9 62.0 57 62.4 63.5 62.4 61.8 
с wee) Beth) 44 A 52.0 56.0 55.0 57.6 58.2 58.9 59.7 591 
В 47.2, 50.1 48.7 51.4 52.0 527 53 53.3 
С 55.6 58.4 56.0 58.9 58.4 59.7 60.5 59.6 
Western Germany A 55.4 а 60.8 58.6 60.3 62.6 62.4 63.6 
В 50.6 а 56.3 54.3 5519 58.3 58.1 59.2 
ЕАО eee eC: A 52.8 50.1 50.1 53.5 54.8 51.6 50.7 5222 92.5 
В 48.7 45.8 46.0 49.0 50.2 47.0 46.0 47.5 47.9. 
С 65.2 66.1 67.1 И 74.7 69.9 68.4 68.1 70.5 
Netherlands!) ? ол. 44. A 54.5 55.6 53.7 53.5 551 54.5 53.7 54.9 54.4 
В 50.3 50.4 49.0 48.8 50.8 50.0 49.0 50.2 49.6 

С 58.9 54.9 54.6 55.2 
т о 2 tag ЗО А 49.1 52.9 54.0 53.6 49.6 ОТ 55.8 54.7 54.6 
В 48.1 51.4 52.4 52 48.0 51.0 54.0 52.8 52.6 
С 52.0 53.6 55.2 55.0 49.6 53.0 57.0 56.6 56.0 
WmntedskKinedom-.%<.. .-: A 66.4 66.3 67.3 67.5 65.9 65.5 65.7 67.0 
B 63.9 63.9 64.9 65.1 63.4 63.1 63.3 64.8 
С 67.1 67.0 68.5 68.4 66.4 66.2 66.4 67.9 


Sources and methods : See Appendix В. 


Note. — The data refer to national income for Belgium and France, 
gross domestic product for Denmark and the United Kingdom, and net domestic 
product for other countries. (For the exclusion of stock appreciation, see 
“Note ” to Table 2.) The private sector is defined as all sectors other than public 
administration and defence. The business sector further excludes agriculture, 


could be imputed to family helpers® it is hardly con- 
ceivable that wages would account for such a low share 
of the total product of agriculture ®* as the 10 to 20 
per cent shown for some countries. 

Table 5 summarizes the result of removing first 
public administration 1° and then, so far as possible, 


® The practice varies: In Norway, family helpers are treated 
as proprietors, while in Finland, farmers’ sons and daughters 
working on the farm are credited with a wage. Nowhere is it 
possible to evaluate the contribution of wives on the farm and 
distinguish it from their work in the home. 


94 See Table 12. 

10 The public administration and defence sector is not uni- 
formly defined among countries. In general it relates to the 
machinery of government in a restricted sense, but in some cases 
(e.g. the Netherlands and Belgium) it also includes education. 


rent of dwellings, and, where possible, other non-business activities such as 
domestic service. The coverage of public administration and the business 
sector is not the same in all countries. For further details, see Appendix B. 


а 1936. 
Ь The percentages after 1950 are not strictly comparable with those until that 
year. 


all the non-business sectors and agriculture“ from 
the есопоту. 12 

In the five countries for which a comparison can 
validly be made it hardly appears that the exclusion 
of the public sector makes any great difference (rows 
A and B of Table 5); in other words, there is no 
evidence of a relative expansion of the public services 
sufficient to account for more than a small part of 
the increase in the wage fraction, and the explanation 
must be looked for elsewhere. This is not to say that 


11 For Ireland only rent and agriculture (in addition to public 
administration) could be excluded, and the comparison with 
pre-war is less satisfactory for France than it is for the Nether- 
lands and Norway. 

12 For details regarding the sectors excluded, see Appendix В. 
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there has been no relative expansion, for instance, 
in France and the Netherlands, but simply that it has 
not been sufficient to make a marked difference to 
the over-all proportions. 

A different picture emerges when the non-farm 
business sector is considered. The share of labour 
income in this sector is higher (though often only 
slightly) than in the economy as a whole, and it would 
probably be still higher if the segment of self-employ- 
ment could be removed so as to obtain the corporate 
sector only. This is illustrated by the fact that in 
countries where the element of self-employment in 
the non-farm business sector is small (the United 
Kingdom, and apparently in Ireland and Finland) the 
share of labour income is relatively high. The labour 
share of this sector also seems in most countries to be 
a more stable fraction than the corresponding share 
in the private sector or in the economy as a whole, 
particularly where a comparison with a pre-war year 
can be made. In two of the four countries for which 


this comparison is possible the wages share in this: 


sector rises distinctly less than the corresponding share 
for the economy as a whole or for the private sector, 
and in the Netherlands it is actually below pre-war. 
Only in Ireland does it rise more. During the post- 
war period the labour share in the non-farm business 
sector has been rising in Ireland and Norway and to 
a smaller extent in France. In Norway and Ireland 
this rising trend is less well reflected in the wage share 
for the economy as a whole (compare rows A and C 
of Table 5). In Finland the two series move in the 


opposite direction; a fairly constant share of labour 
in national income being associated with a falling share 
of labour in the non-farm business sector. 


The non-farm business sector represents a variable 
fraction of the national income—varying according 
to the importance of agriculture and the non-business 
sectors in the economy (and the degree to which all 
non-business sectors can be statistically excluded). 
Corporate profits are clearly a greater share of the 
non-farm business sector than they are of national 
income—how much greater depending particularly on 
the degree of self-employment in this sector. Corpo- 
rate profits can amount to as much as one-fifth or 
more of the product of this hybrid sector. While the 
share of labour income has risen less since pre-war in 
the economy as a whole than in the non-farm business 
sector, data do not permit a definite judgement on 
whether corporate profits rose more than did wages. 
Only for France and Ireland can an answer be given. 
In France, it is true, profits did take a slightly increased 
share in the non-farm business sector (about 18 per 
cent above the pre-war share for the average of the 
years 1949-1955, compared with 14 per cent above for 
the economy as a whole). In Ireland also profits in 
the non-farm business sector are a greater share in 
relation to pre-war and more so than in the economy 
as a whole, suggesting a decline in the share of income 
from self-employment outside agriculture. On the 
other hand, the course of profits in post-war years in 
the countries shown in Table 5 is little different for 
the two sectors. 


2. POST-WAR VARIATIONS OF FACTOR SHARES IN INCOME 


In the preceding section, the discussion has been 
largely concentrated on the changes in income distribu- 
tion by type of factor income that have taken place 
since 1938, and on the extent to which these are due 
to structural changes in the economy. It is now 
proposed to look more particularly at the seven or 
eight post-war years for which data are normally 
available and at the year-to-year fluctuations, or the 
continuing trends, that are revealed. Such fluctuations 
around an average wage fraction—itself generally 
higher than pre-war—may be the net result of larger 
positive and negative changes within some sectors 
than within others. 


Income from Self-employment 


The share in total income of income from self- 
employment in the immediate post-war years was 
slightly, but not radically, higher than its share in 
1938. Table 3 shows, none the less, a tendency for 
the share of self-employment to decline steadily since 
1948 in some countries, especially in Belgium, France 


and the United Kingdom and, at least up to 1952, 
in Finland. In the absence of adequate annual data 
on the numbers of self-employed, it is not possible 
to do more than guess at the reason for this develop- 
ment. In the one country for which annual data on 
numbers are available—the United Kingdom—self- 
employment is of little importance and shows no 
particular trend. Once again, however, a clue may be 
found in agriculture, and it is instructive to see 
whether the picture changes if agricultural and non- 
agricultural self-employment are treated separately. 
It might be expected that agricultural incomes would 
suffer from the vicissitudes of harvests and would show 
greater fluctuations than the incomes of those indepen- 
dently occupied, for example, in distribution and рго- 
fessions. But of this there is, in fact, little evidence 
for the few countries—indeed, too few countries to be 
representative—that appear in the table. One impor- 
tant reason is probably agricultural protection and 
the guarantees given to farmers against loss of income. 
In Norway, Switzerland and the United Kingdom the 
year-to-year fluctuations in agricultural incomes are 


overshadowed by a marked downward trend in their 
share. In Belgium, Finland and France the decline 
is continuous, and it is difficult to say whether the 
cause is a fall in the number of farmers or some other 
reason. In Denmark alone there was a rising trend 
until 1952 (the last year for which data are available 
for that country) and Ireland alone shows a fluctuating 
ratio without a clear trend. In Norway, labour costs 
in agriculture have fallen from 20 per cent of net 
output in 1948 to 11 per cent in 1954 and 1955, and 
this might have been expected to result in relatively 
higher incomes for farmers. A possible explanation 
for the sharp fall in the agricultural wage fraction 
is the higher interest and loan payments that have 
to be made as a result of the increasing mechanization 
of agriculture which has been associated with the 
decline in the paid labour force; another possible 
reason is perhaps a change in the composition of 
output. Other countries where the wage share in 
agriculture is known to have declined, though less 
markedly, are Austria, Luxembourg and the Nether- 
lands. In France, Switzerland and Belgium, on the 
other hand, the wage fraction has been fairly stable. 
Along with the widespread post-war tendency for 
incomes earned from self-employment in agriculture 
to decline, as a share in the national total, there has 
been a fairly general though gradual decline in the 
relative importance of incomes from self-employment 
in other sectors of the economy. Once more, only a 
guess at the explanation can be advanced. There may 
have been a progressive tendency towards the corporate 
form of enterprise, though employment statistics do 
not support this hypothesis for the United Kingdom. 
It is also possible that some professional incomes 
have not kept pace with rising prices and with the 
incomes of other groups. As a smaller share for 
income from non-agricultural self-employment in the 
United Kingdom, France and Switzerland is asso- 
ciated with a higher share for corporate profits (cf. 
Table 6), this may suggest relatively greater increases 
in the volume of output and profit margins of com- 
panies as compared with individual entrepreneurs. 


Rent and Interest Incomes 


In most countries rent (or at least rent of dwellings) 
has either continued to play the same diminished role 
as in the early post-war years or has staged a slight 
recovery since about 1952. Denmark is an exception; 13 
there the absolute value of net rent paid to households 
has varied only little, while national income has risen. 
In western Germany also rents have not kept up with 
the rise in other incomes. 


18 One apparent exception that can be identified in Table 4 is 
Ireland; but this is of little significance, since, in the absence of 
adequate information on gross rents, repairs and depreciation, 
net rent has been assumed to be constant at the 1946 current 


value. 
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The data in Table 4 can be supplemented for some 
countries not shown there by data on sector outputs, 
where the gross rent of dwellings can be derived as 
a percentage of gross domestic product, (e.g., Greece, 
Italy and Portugal) or, in the case of the Netherlands 
(up to 1950) and Denmark, net rent as a share of 
national income can be derived. In the Netherlands, 
Portugal, Norway and Switzerland rent has remained 
throughout the post-war period a fairly constant 
proportion of national income; but in Belgium, France, 
Finland, Greece, Italy and the United Kingdom it 
has either shown a steady rise (from 2.5 per cent in 
1948 to 5.6 per cent in 1954 for Greece and from 
0.5 to 1.7 per cent in Italy) or has begun to take on 
increasing importance (in Belgium, France, Finland 
and the United Kingdom) since about 1952. Rent 
control has clearly continued to be a limiting factor, 
and except in Greece and Italy—two countries severely 
hit by inflation—many European countries have been 
reluctant to bring about a revision of rents in line with 
the rise since before the war in other costs and prices. 


The limited data on interest payments fail to reveal 
any tendency for income from this source to assume 
greater importance. It is no doubt too early for the 
effects of higher interest rates in the last year or two 
to be visibie, and, in any case, to be properly inter- 
preted these effects would have to be related to the 
total volume of indebtedness. 


Fluctuations in Labour Income and Company Profits 


The changed relation between total profits and the 
total wage and salary bill since the war has been 
discussed in Section 1. A study of wages and profits 
within the corporate sector in the post-war years 
should shed light on the particularly interesting ques- 
tion whether there has been much variation in the 
distribution of the income of that sector under post-war 
conditions—for example, any tendency for profits to 
rise more than wages in a period of good business 
conditions associated with rising prices, or any con- 
verse tendency for them to fall in a period of reces- 
sion or of profit squeeze. Table 6 compares for six 
countries the movement of corporate profits on the 
one hand, and of wages in the business sector on the 
other, expressing both in terms of the national income 
or net domestic product. A precise comparison of 
the relative movement of wages and profits within 
the corporate sector proper is unfortunately not 
possible, since wages as shown in the table cover more 
than simply wage payments by corporations. The 
wages of civil servants and the armed forces have 
been excluded in all cases, except Switzerland, and 
the same applies to agriculture; wherever possible, 
other wages of the non-business sector, such as 
domestic servants, have also been excluded, but in 
no case has it been possible to exclude wages paid 


Расе 12 — Chapter УШ 


TABLE 6 


Wages ° and corporate profits as a share of national income 


Percentages of national income or net domestic product 
ea ee eee 


1938 1948 1949 1950 1951 1952 1953 1954 1955 
Denmark (vet domestic product) 
Wages tai st “nite pee eres oes 32.6 32.6 32.1 33.1 33.4 
cela Pa Re wy И Re ty es 4.5 4.6 4.6 4.8 5.2 
Finland (national income) 
Wages‘ oh SS Meneses Sot, оси, : 45.4 45.7 44.4 43.7 46.2 45.8 46.1 45.7 
Рок ee 9.4 7.9 8.6 9.7 11.8 9.4 8.5 8.9 9.5 
France (national income) 
A. Before elimination of stock appreciation 
Wages a5 tare wee moans re. oe eee 40.4 38.9 39.7 42.3 43.4 44,4 44.4 
Profits Pe Mth sal. ei ee ee 8.8 9.0 12.5 9.6 8.6 9.0 95 
B. After elimination of stock appreciation 
Wages! пора роде aah ieee 38.1 41.2 39.9 42.3 43.0 43.4 44.4 44.4 
Profits) tse, од iterates Hes 7.1 ИЯ 7.6 8.1 5.6 9.0 oS 
Ireland (net domestic product) 
A. Before elimination of stock appreciation 
Харет gure iets chews. armas, ot 38.6 36.2 36.6 37.8 38.6 37.9 37.7 38.4 38.2 
РО М ее фа 7.9 9.7 10.0 10.3 10.0 9.0 9.5 10.4 9.9 
В. After elimination of stock appreciation 
NUE ss Oe Reema! Leetonia Sats Mn Ry othe т 38.6 36.2 36.7 39.3 40.7 38.1 37.5 38.4 38.7 
РОН ее и ат 7.9 9.6 9.8 8.0 6.9 8.8 9.9 10.5 9.3 
Switzerland (пе! domestic product) 
Wasese teeta aS WE Pei Re 49.2 59.1 60.0 59.1 59.7 60.0 59.6 58.5 58.9 
Profits Uae: eee ot a Ul eh A ie ier te Deo 8.0 7.5 7.4 7.4 7.5 7.5 8.0 8.1 8.7 
United Kingdom (net domestic product) ® с 
A. Before elimination of stock appreciation 
NVARCS Hee Se caters Garis Mane Ie enc) dear a Be 55.8 56.7 555 55.8 58.4 58.5 58:2 59:5 
ГОДА УГ, Fah RANE PN. SR РНАЕИ Я WES) 15.6 15.3 16.7 17.8 14.3 14.4 15.2. 153 
В. After elimination of stock appreciation 
Муассан O08 IVS Ia es or 57.7 Syl) 59.0 59.5 58.2 58.1 58.5 60.3 
Роб сое, eed Ser ei ee 1257, 19.5 139 13.2 14.2 14.4 14.7 14.8 14.5 


Sources : See Appendix В. 


Note. — Profits are after deduction of provisions for depreciation, but 
before payment of direct corporate taxes. The percentages for Denmark and 
Switzerland are derived from data that in principle exclude the effects of 
stock appreciation. 


а Except for Switzerland, wages in public administration and agriculture, 


by unincorporated businesses.14 None the less, even 
this still too broad definition of wages provides a 
more meaningful comparison with corporate profits 
than would a total including even more irrelevant 
wage items. 


The period of greatest interest covers the years 
1950 to 1953. Prior to the outbreak of the Korean 
war, the European economies were gradually returning 
to normal, as the period of shortages was being left 


и Further details concerning the coverage of wages are given 
in Appendix B. 


forestry and fishing are excluded throughout. In addition, other wages are 
excluded, as follows: 


Denmark : handicrafts and domestic service. France: The figures relate to 
wages in all corporated and unincorporated enterprises, other than in 
agriculture. United Kingdom : Public health and education services, domestic 
service and private non-profit-making bodies. 


Ь Excluding profits of public enterprises (and of co-operatives for Switzerland). 
с Profits are before deduction of interest paid by corporations. 


behind and the adjustments due to devaluation were 
being effected. The immediate impact of the Korean 
boom was a general rise in prices of raw materials 
and consumers’ goods and the onset of inflationary 
pressure. This gave way, in the years 1952 and 1953, 
to a partial recession, followed by a slow recovery in 
conditions of generally greater price stability. These 
contrasting economic conditions (though not as 
contrasting, of course, as pre-war booms and depres- 
sions) may therefore provide some clues to the 
behaviour of profits and wages in times of fluctuating 
activity and prices. 


The influence of stock appreciation on the wage 
share—but even more on the share of profits—in 
national income or product must again be emphasized. 
In the United Kingdom, for example, the exclusion of 
stock appreciation reduces the national income 
(including stock appreciation) by 3 per cent in 1948 
and by no less than 6 per cent in 1950 and 1951, while 
in 1952 the course of prices was such that there is 
thought to have been a very slight depreciation of 
stocks. In France the exclusion of the change in the 
valuation of stocks would likewise reduce the national 
income by 6 per cent in 1951. It is evident from 
Table 6 that the removal of stock appreciation has a 
particularly marked effect in the United Kingdom; 
the apparently high profit shares of 1950 and 1951 
disappear and the share of labour income—far from 
being lowest in those years—is, in fact, at the highest 
point reached in any year other than 1955. For 
France the abnormal profit share of 1951 is explained 
entirely by the rise in the value of stocks; and the 
elimination of this factor reveals a steady rise in the 
wages share from 1950 onwards. The effect of changing 
stock valuations is not less important in Ireland; and 
it may well be that the elimination of stock appreciation 
in some other countries, such as Finland, would 
bring the ratios for 1950 and 1951 closer to the level 
for other уеагз.15 


At first sight, then, it appears that in the United 
Kingdom profits did indeed gain at the expense of 
wages in 1950 and 1951, but—at least as far as can 
be observed in the annual data—this turns out to be 
far from being the case if the influence of changes in 
stock valuation is removed. After this adjustment, it 
is seen that the profits share improved slightly in 1951 
and remained at about the same level in subsequent 
years; wages did relatively well in both 1950 and 1951, 
took a reduced share of total income in the period of 
recession, and improved once more as business condi- 
tions picked up in 1955. It therefore appears that in 
the United Kingdom labour incomes took a larger 
share of national product at the time of the Korean 
boom, and profits net of stock appreciation a smaller 
share, than at a time of recession. This somewhat 
surprising result is, however, subject to qualification, 
because the inclusion of wages earned in unincorpo- 
rated enterprises may have a distorting effect. Further, 
the dependence on annual data is a handicap, which 
can hide contrasting features. It is likely that by about 
the middle of 1951 wages had more or less caught up 
with profits, but by that time difficulties in the economy 
were already appearing and soon were to affect 


18 The importance of stock appreciation in the period under 
consideration should be a function of the relation between 
total stocks and national income and of the importance of raw 
materials in the total, since raw material prices rose most 
after Korea; but stock appreciation in Ireland was hardly less 
than in the United Kingdom. 
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profit margins. Annual averages may therefore hide 
much of the picture. In any case, the British experience 
in those years is by no means typical and is in contrast 
with that of Norway, as far as can be judged from the 
fall in the wage share in that country in 1951, and with 
the experience of Belgium and western Germany. 


In France the ratio of profits to national income 
hardly reacted to the Korean boom, if stock apprecia- 
tion is eliminated, but gradually expanded thereafter. 
The experience of France seems, therefore, to have 
been different from that of the United Kingdom; in 
France a gain for wages in 1951 was not lost sub- 
sequently, and was even strengthened in the period 
of stability from 1952 to 1954. Profits also show a 
steady expansion in relation to national income 
throughout the period, with the profits share growing 
faster than that of wages in later years. Only in 1950 
was a clear gain to profits combined with a fall in the 
share of wages. Again, the conclusion is subject to 
reserve because of the inclusion of wages of the unin- 
corporated sector. 


In Ireland the distribution between wages and 
profits does not appear at first sight to vary greatly, 
but if, as is done in Table 6, a rough adjustment is 
made for stock appreciation, the result is similar to 
that for the United Kingdom, rather than to that for 
France. Particularly in 1951, profits are a distinctly 
smaller, and wages a distinctly larger, share of the 
total. 


The uncertainty about stock appreciation in the 
remaining three countries of the table, and its demon- 
strated importance in the three considered above, 
make caution necessary in considering the implica- 
tions of the data. It may well be that the apparent 
advantage to profits in Finland in 1950 and 1951 
(dominated by exports of timber at favourable prices) 
would disappear, and possibly even be reversed, if 
the appropriate adjustment could be made, and this 
might also be the case in 1955. 16 Moreover, persistent 
inflation in that country has resulted in measures of 
restraint against both price and wage increases being 
in force most of the time, and the tying of wages to 
the index of the cost of living has ensured that they 
do not for long fall behind the growth of total incomes. 
At all events, it would not appear that changes in 
relative shares have been more pronounced in Finland, 
in circumstances of fairly continuous inflation up to 
1951, than in countries where the price rise has been 
gradual and less severe. In Denmark there is relative 
stability of the shares for the five years available and 
likewise in Switzerland up to 1952, though since then 
profits appear to have done markedly better than 
wages. In the Swiss case, however, it must be 


16 Corporate profits are in any event a residual item in the 
Finnish accounts. 
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remembered that only the total wage bill can be 
examined; the exclusion of agricultural wages and 
earnings in public administration, for example, could 
make some difference. 

For other countries a comparison between wages 
and profits is not possible and all that can be attempted 
is to obtain some clue from the course of labour 
incomes—preferably in the non-farm business sector 
(Table 5), but otherwise in the economy as a whole 
(Table 1). In the Netherlands, data for the business 
sector are unfortunately available only up to 1950. 
In this short period the wage fraction is rather stable 
and the apparent drop from 1948 to 1949 in the over- 
all wage fraction is largely due to a fall—both abso- 
lutely and relatively—in the cost of public services. 
In Norway there are no major fluctuations except in 
1951 and 1952. Since, however, the figures do not 
include any capital gain due to the appreciation of 
stocks, it is likely that profits gained at the expense 
of labour incomes in 1951 and 1952, when the wage 
fraction fell, and that their share then fell relatively 
—though possibly to a level still above normal—in 
the slacker conditions of 1953. In other words, events 
in Norway conformed more closely, though not 
exactly, to the French than to the British experience. 
In Belgium (Table 5) there is also no pronounced 
fluctuation, but the same tendency can be detected for 
the wage fraction to fall during the Korean prosperity, 
with some rise in the following two years; 17 and in 
western Germany this tendency is even more pro- 
nounced. 

Were any general observation to be ventured from 
the limited data available for this mixed group of 
countries, it could only be that the shares of wages 
and profits in national income do not fluctuate greatly 
in relation to each other except in circumstances that 
can be regarded as, in many ways, exceptional—such 
as the eighteen months following the outbreak of the 
Korean war; and even in that period profits did not 
invariably gain the relative advantage. Wages must 
have lagged behind prices at that time; but, as is 
suggested above for the United Kingdom, it is possible 
that once the pressure began for wages to catch up, the 
conditions of “ brimful” employment and prosperity 
in the economies of many countries were such that 
employers gave in without much resistance to wage 
demands. Subsequently, however, they had to bear 
the brunt of the recession, without labour costs being 
at first proportionately reduced. To some degree, 
situations of this kind must often arise, but it is only 


17 One important exception is Luxembourg, in so far as the 
post-Korean fluctuations are more violent, though still in the 
same direction as in the majority of countries. The marked 
increase in profits in relation to other incomes is due almost 
entirely to the country’s great dependence on steel. Steel was 
in great demand throughout 1951 and 1952, while 1953 was a 
year of recession. (Stock appreciation is, in principle, excluded 
from the figures.) 


when some important jerk is given to the economy 
that they are significantly reflected in annual wage- 
profit ratios. 


Corporate Saving and the Role of Financial Institutions 


The income of corporate enterprise (after provision 
has been made for depreciation) is allocated to three 
main purposes—the payment of direct corporate 
taxes, the distribution of dividends and associated 
payments to shareholders, and a balance allocated to 
reserves, which constitutes the net saving of corpora- 
tions.18 Owing to the fact that data are usually given 
in the form of factor incomes received after transfer 
of profits to households (and abroad), and that 
dividends are not usually given separately, the distri- 
bution of profits can be analysed in only a few cases. 
Moreover, while the taxes and dividends paid generally 
correspond to actual disbursements, the residual item 
of saving may not resemble the amounts actually put 
into reserve by corporations, and this for more than 
one reason. First, the provisions for depreciation 
made by companies may differ from those in national 
accounts (however calculated), secondly, companies 
treat stock appreciation largely as current income, 
and thirdly, the trading profits of companies may be 
augmented by transfers of non-trading income.}® 
Where such transfers constitute an important addition 
to trading profits they are likely to contain a large 
element of national debi interest (about one-third in 
the United Kingdom, for example) which, from the 
point of view of the enterprises enters into their 
“profits ” and so into their saving. (This is particu- 
larly important for financial institutions.) But if the 
disposition of different factor incomes is being con- 
sidered, convention requires that the saving of corpora- 
tions before transfers be reduced by the amount of 
national debt interest received, and that the saving of 
government be increased correspondingly. Looked 
at another way, the saving of companies is partly 
financed by transfer income from the conventionally 
unproductive activity of national debt service, just as 
the saving of households is financed in part by social 
security and other transfers from the government 
(including some national debt interest, received parti- 
cularly by non-profit-making bodies). 


ВА fourth, and minor, usage is in the form of corporate 
grants to households and non-profit-making institutions, which 
must also be deducted before arriving at savings. 


1 For enterprises as a whole such transfers must be received 
either from households or from the government or (usually less 
important) from abroad (e.g., income from investments) and 
their volume will depend to some extent on matters of definition 
which provide much discussion for national accountants but 
which it is not necessary to go into here. Most of these transfers 
relate to the transactions of financial institutions and the defini- 
tion of their contribution to the domestic product. For a 


discussion of non-trading income in relation to trading profits, 
see Appendix B. 
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TABLE 7 


United Kingdom: composition of corporate net saving ? 


Percentages 


1948 1949 


1950 1951 1952 1953 1954 1955 


Percentage of total corporate saving 


Saving of financial institutions .... . 12.0 

Saving of public corporations. .... . —23.1 ‘ 

Saving of other companies. ...... 111.1 108.9 
Percentage of national income 

‘lotal¥eorporate saving’. и. 4.8 


Saving of other companies® ...... 5.4 
Total income of other companies2¢. . . 


—25.8 


13.0 11.0 27.3 15.5 11.0 20.5 


19. ЛД, —29.20 1515.34 6520.6: 55224 
106.7 110.2 102.0 99.8 99.7 101.6 
4.5 5,5 Sel 4.4 6.0 4.8 
4.8 6.1 8.2) 4.4 6.0 4.9 


15.8 14.2 15.0 15.4 15:2 


Sources: National Income and Expenditure 1956 (Tables 29, 33, 52, 55 
and 59) and Economic Survey, 1956 (Table 13). 


Note. — All data (except total income of other companies) are after 
deduction of direct corporate taxes, provisions for depreciation and provisions 


for stock appreciation. It is assumed that financial institutions make provision 
neither for depreciation nor for stock appreciation. 


Mainly for practical reasons the data from which 
most of the Tables 14-25 are derived include national 
debt interest in the saving of corporations and the 
property income of households, with a corresponding 
global deduction at the end to obtain national income. 


Although the extent to which these interest payments 
enter into the saving of corporations cannot be readily 
ascertained from available figures, it clearly depends 
on the volume of outstanding public debt in relation 
to the national income and on how much of it is held 
by enterprises rather than by households. Some idea 
of the possible contribution of these interest payments 
can perhaps be obtained by relating their total value 
to the income from property of households plus the 
saving of corporations (rather than to total national 
income, which includes income from employment 
and self-employment—two major items that are free 
of all income from financial assets). 


In the United Kingdom, France and Belgium such 
interest payments are a substantial fraction—in the 
neighbourhood of 20 per cent of such property 
income for the latter two countries and rather more for 
the first. There is some evidence that in Belgium they 
account, on an average, for perhaps half or more of 
corporate saving as shown; and this must be viewed 
in the light of the relatively heavy interest burden of 
the public debt, amounting to 2.5 to 3 per cent of the 
national income. Since the corresponding burden of 
public debt in the United Kingdom is even greater— 
some 5 to 6 per cent—it is probable that the role of 
interest payments in company saving is also rather 
more important. For France a clearer picture can be 
obtained for the single year 1952; there, 35 per cent 
of the savings of all corporations was derived from 


а Including additions to tax and dividend reserves. 
Ь Т.е., other than financial institutions and public corporations. 


с Domestic profits plus other income, less remittances and taxes paid abroad. 
The figures therefore include (in “ other income”) a certain amount of 
non-trading income. 


interest on the public debt. Most of this, of course, 
went to financial institutions,®° and represented about 
two-thirds of their savings.? 


It would be enlightening if similar information were 
available for other countries, but the most that can be 
had is the separate saving (but not its public debt 
interest content) of financial institutions and other 
enterprises in the United Kingdom. Table 7 illustrates 
how the total net saving of corporations (after deduc- 
tion of provision for stock appreciation) is made up 
of the saving of financial institutions, other companies 
and public corporations. It will be noted that the 
saving of banks and other financial institutions has 
constituted a proportion of total corporate saving 
ranging from 10 to 25 per cent; but it has been offset 
since 1952 by the dis-saving of public corporations, 
while in earlier years the deficit of the public corpora- 
tions actually outweighed the contribution of banks. 
As a result, the percentages shown for the United 
Kingdom in Table 4 reflect reasonably well the size 
and course of company saving (excluding financial 
institutions), except that they under-estimate it by 


20 The proportion depends on the definition of corporate 
income and saving. The subventions d’équilibre are added to 
corporate profits in the French accounts as transfer incomes 
(the total of these two items corresponding to profits as defined 
here), but in addition certain other items are treated as current 
transfers which could be more appropriately considered as 
being of a capital nature and are so considered in this study 
(see Appendix B). If corporate income were taken in the sense 
employed in the French national accounts, the figure of 35 per 
cent would become 22 per cent, while it would be 44 per cent 
if it were defined to exclude all these transfer items. 


21 In the French national accounts the saving of insurance 
companies includes the excess of receipts over payments relating 
to life insurance policies, which conventionally should be 
regarded as the saving of households. 
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about 10 per cent until 1952.2? The relation of saving by 
financial institutions to total corporate saving in the 
United Kingdom, which was 27 per cent in 1952, may 
be compared with a corresponding figure of 47 per 
cent for the same year in France.**® The percentage is, 
however, unduly high in that year in the United King- 
dom, on account of the low level of total profits in 
productive enterprises. While in France interest on 
the public debt accounted for 35 per cent of the 
savings of financial institutions, in the United King- 
dom their receipts from this source may actually have 
exceeded their savings. Savings of financial institu- 
tions in the United Kingdom have usually been about 
£100 million in recent years, compared with total 
payments of public debt interest of £700 to £800 mil- 
lion, of which—to judge from general knowledge and 
from what has been seen in France and Belgium— 
banks and similar institutions must receive a large part. 


The importance of public debt interest as an element 
of corporate income and saving in other countries is 
probably less than in those considered above. Except 
in the Netherlands—and, of late, Ireland—it repre- 
sents only about one to two per cent of the national 
income. Moreover, its role in corporate saving depends 
on the institutional structure of the country. For 
example, in the Netherlands most of the interest on the 
internal debt is allocated to social insurance agencies 
(themselves part of the government sector), to house- 
holds proper or to life insurance companies (which 
are treated as households), and none enters into the 
saving of corporations. Similarly, all Austrian, Danish 
and Irish interest on the internal public debt is allo- 
cated to households.*4 


The Allocation of Corporate Profits 


The relative share of the components of corporate 
profits (i.e., dividends, savings and taxation) in total 
national income is shown, for the few countries for 
which sufficient details are available, in Table 4. 


Corporate savings are a greater part of national 
income now than before the war in the United King- 
dom and in Switzerland, where their importance is 
still increasing. As the share of taxes has nowhere 
decreased, and in many countries has increased, there 
has been a reduction in the proportion of profits 
distributed as dividends in some other countries. This 


*? The pre-1952 figures may be more especially influenced by 
acts of nationalization. 


3 Аз explained in a previous footnote, the figure would be 
lower if the saving from life insurance were excluded from the 
saving of financial institutions. 


*4 About one-fifth of the total debt interest in the Netherlands 
is paid to banks, but for practical reasons is allocated to house- 
holds. More generally, the total of public debt interest may be 
allocated to households for statistical convenience if its distribu- 
tion is not known. 


can be inferred for Norway, and is explicit in the table 
in the case of Switzerland and the United Kingdom. 
In contrast with these countries stand France and the 
Netherlands (so far as can be judged from data for 
three years only in the latter country and assuming 
the 1950 percentage to be untypical). In France 
dividends have remained of undiminished importance, 
and a higher share of direct taxes has resulted in lower 
savings as compared with the composition before the 
war; 25 this may be true of the Netherlands also. 
In general, during the post-war period the share in 
national income of all three components has varied 
considerably but corporate savings have tended to 
fluctuate more than taxes and dividends. 


For a more limited number of countries changes in 
the allocation of profits can be shown in a different, 
and in some respects more interesting, form. Table 8 
gives the share of dividends, taxes and savings in total 
corporate net income. Net income includes, apart 
from trading profits (the relevant concept for factor 
Share analysis), the non-trading income of corpora- 
tions, which, of course, is also subject to tax and is a 
source of business saving and dividend distributions. 
Where, as in the United Kingdom, non-trading income 
is of some importance, trading profits and total com- 
pany incomes may not follow quite the same course in 
relation to national income. Equally, the relation of 
taxes to company income will not be the same as that 
of taxes to trading profits. As much of the stock 
appreciation appears as part of companies’ net 
income, and is assessed for tax purposes, taxes will 
tend to take a heavy slice of income—when stock 
appreciation has been substantial—a year after the 
high profits have accrued (assuming they are paid, as 
is normally the case, on the previous year’s earnings). 
The effect of stock appreciation on the ratio of com- 
pany taxes to national income may be slight (cf. the 
United Kingdom figures in Table 4) but is likely to be 
much greater on the allocational shares of company 
income. Similarly, the inclusion of stock appreciation 
affects company saving much more than company 
income, and this is brought out for France and the 
United Kingdom in Table 8. In so far as there is some 
doubt as to how far stock appreciation is really eli- 
minated from the Belgian profit figures, it may add 
significance to the increase in savings shown for 
Belgium. 

Bearing in mind the differences in definitions and 
concepts, the movements of the allocational shares of 
profits in national income (Table 4) and in corporate 
net income (Table 8) tend to supplement and to 
confirm each other. The fluctuations in saving as a 
proportion of corporate income are greater than those 
in dividends, particularly in the United Kingdom, 


= The 1938 figures for corporate savings are, however, 
subject to a greater margin of error than the post-war data. 
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TABLE 8 


Distribution of total corporate net income in six countries 


Percentages of total corporate net income 


1938 1948 1949 


1950 1951 1952 1953 1954 1955 


Belgium а 
Песах Us t i 30 32 
У а ве аа пя cs 41 44 
SAVIN Cae А os 29 24 
Denmark а 
СО ао он se 26 24 
Репа о. ое 38 38 
и Я во Sr. 36 37 
Finland 25 
ОН оо В 51 
ео о. р 8 
лис хо о 41 38 
Егапсе 
А. After elimination of stock 
appreciation 
ес а. 8 
т ИЗ о: ОА Aces 33 
Ener” ооо о 58 
В. Before elimination of stock 
appreciation 
а С Wh kN Ss Bt aes ote a BY 25 
MDIVIGENOS бы И р 
SER Le Е НЕ 43 
Switzerland 2 
С ао о ie) os Qi 33 
DIVIGERGS «eve tyrathse Gc) Mess) be ay? 29 28 
SAVING Bere oA cle ce ks 21 38 
United Kingdom 2 с 
A. After elimination of stock 
appreciation 
PTS CtETARES Ми. 2 12 34 44 
ПДН о alc) 2 0-0a tele 65 33 
SAVIN DEE аа = 24 33 25 
B. Before elimination of stock 
appreciation 
IDineCEMaAXKCS ое ое неа 13 31 40 
ТР о о 4). os. 70 29 28 
ао по и... 17 40 


24 30 36 32 2 25 
37 33 38 40 Si 39 
39 36 26 28 85 36 
27 31 34 
39 36 34 
34 33 32 
60 68 69 62 56 53 
7 8 6 10 13 16 
33 24 24 28 31 31 
31 33 29 31 27 24 
59 44 42 42 42 38 
30 23 29 Pil 31 38 
25 20 24 31 27 24 
31 26 35 42 42 38 
44 55 40 27 ot 38 
35 29 30 27 31 29 
30 31 30 30 28 27 
35 40 40 43 41 14 
40 34 47 42 32 34 
29 28 28 28 29 31 
30 38 25 30 38 35 
33 28 47 43 33 32 
24 23 28 29 28 30 
43 49 24 29 39 38 


Sources and methods : See Appendix В. 


Nore. — Total income is in all cases after deduction of provisions for 
depreciation of fixed capital and, unless otherwise indicated, is net of stock 
appreciation. 


Belgium, Switzerland and (if stock appreciation were 
eliminated) probably also in Finland.” In France 


26 For Luxembourg, some variation in the share of company 
saving is explained by the inclusion of provisions for tax pay- 
ments that accrue on one year’s income but are paid in the next. 
This also applies in varying degrees to other countries and may 
account in part for the high Dutch figure of corporate taxes 
in 1952 and an implied correspondingly lower figure for company 
saving (Table 4). 


a Excludes public enterprises (and also co-operatives in Switzerland). 
Ь Before elimination of stock appreciation. 


c Excludes public corporations. The coverage varies with acts of nationaliza- 
tion and denationalization. 


dividends have been a fairly stable share, as have 
savings, except where the very good trading year of 
1955 resulted in some increase.” Only in France do 
distributed profits appear consistently to outweigh 
corporate savings (though this may be largely a statis- 


27 1951 was also exceptional, but is influenced by stock 
appreciation. A different result is obtained on the basis of the 
original French figures, which include other transfers in income. 
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tical illusion 28). In Belgium also this was more or 
less true until 1953, but the relationship seems to have 
become-more equal since then. But in these last two 
countries dividends account for about four-tenths of 
company income, while they represent three-tenths or 
less for the other countries in the table. The greater 
stability of the share of dividends than of saving in 
total corporate income is clear in all cases. 


The Burden of Corporate Taxation 


The growth of taxation since before the war has had 
its repercussions not only on personal income, whether 
“earned ” or “ unearned ”, but also on the profits of 
corporations in the majority of countries. This can be 
seen from Tables 4 and 8, and is most apparent in 
the United Kingdom, the Netherlands and France.”® 
Switzerland seems, in fact, to be the only country, 
among those for which pre-war data are available, 
where the importance of direct taxes on corporations 
has not increased in relation to national income 
(though in Belgium the increase is small and the tax 
burden in Denmark was not high in the early post-war 
years). In Switzerland government expenditure may 
not be such a greatly increased proportion of national 
expenditure, and any increases in general government 
outlays may be financed by other means than direct 
taxation of company profits. 


If direct taxes on companies are now an essential 
feature of general taxation, they are, like other taxes, 
subject to variation not only with respect to the current 
financial needs of the government but also with respect 
to general economic policy. Thus they are a weapon 
with which governments may attempt to influence the 
accumulation of company savings, as against the distri- 
bution of higher dividends, by applying a favourable 
discriminatory rate of tax to undistributed profits. 
Or, by varying tax exemptions, the government may, 
according to changing economic circumstances, seek 
to encourage or discourage productive investment by 
enterprises. Similarly, a government may decide, as a 
matter of economic or social philosophy, that at a time 
of particularly heavy pressure on resources (such as 
the acceleration of defence programmes in 1950) 
corporate profits should be called upon to contribute 
their share, or more than their share, to the general 


28 Because of the different ways of defining company income, 
to which reference has been made in footnote 20. 


** The burden of taxation on corporations is particularly 
heavy in Finland and would represent an even higher share if 
stock appreciation could be excluded from the profit figures. 
The reduction of the share taken by taxation since 1952 has lead 
to a rapid increase in the proportion allocated to dividends and 
to a more gently rising share of business savings. But even in 
1955 taxes took more than half of corporate profits and the 
shareholders received less than one-sixth in the form of dividends 
—less than in any other country for which data are available. 


increase in taxation. But at any time the attitude to 
taxes on business will have to take account of the 
possible effects of different policies on business enter- 
prise and on the employment of business savings to 
finance investment. 


Since it was found that corporate profits have gener- 
ally been a fairly steady or gradually rising share of 
national income since 1948, it would not be surprising, 
in the light of the above considerations, to find also 
that direct corporate taxes have been a varying ratio. 
But in the United Kingdom, France and Ireland 
variations did occur but they became smaller after 
1952. The high ratio of profits tax payments to profits 
earned in 1952 reflects tax payments at a higher rate 
in respect of profits actually earned in the boom year 
of 1951 (especially since the gain from stock apprecia- 
tion is also taxed); and, as in 1949, it may also reflect 
the attempt to limit the distribution of dividends in a 
general effort to promote income stability. Equally, a 
somewhat lower yield than usual in 1954 and 1955 may 
be associated with tax concessions granted at a time 
when the stimulation of investment and of consumer 
purchasing power was considered desirable. 


Somewhat the same story can be made out for the 
Netherlands, but the tax burden on the profits earned 
after Korea was rather higher, as can be seen from the 
percentage for 1952. In France the revenue from direct 
corporate taxes has not kept up with the relative growth 
of corporate profits since 1952; but in Belgium the 
share of corporate taxes in national income, after 
rising in 1950 to 1952, has since tended to decline, while 
that of business saving rose. In Switzerland corporate 
taxes remained a fairly constant share of national 
income while the share of corporate saving tended to 
grow. 


The variations in the shares of corporate net income 
absorbed by taxation can be seen clearly from Table 8, 
which gives for France and the United Kingdom two 
sets of data relating to corporate income, including 
and excluding stock appreciation. The data tend to 
show, first, that the tax burden on corporate net 
income varies considerably between countries, being 
highest in Finland (in recent years over one-half), 
substantial in the United Kingdom and Denmark 
(about one-third), and between 20 and 30 per cent in 
all other countries; secondly, that it has increased 
sharply between 1938 and the early post-war years 
(Switzerland is an exception) but has tended to 
decrease since in most countries, although in an erratic 
manner; and thirdly, that fluctuations in the tax 
burden have generally been offset by corresponding 
variations in business savings, while dividend distri- 
butions have tended to be a fairly stable proportion of 
income and subject to more long-term changes in 
dividend policy. 
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3. CAUSES OF CHANGE IN THE SHARE OF LABOUR INCOME 


Changes in factor shares are often accompanied by 
changes in the relative size of sectors, by changes in 
the composition of the labour force and by movements 
of income per head in different factor groups. Thus, 
a rise in the share of labour may be due merely to a 
decline in the proportion of the self-employed in 
the economy or in the sector under consideration, 
while it would be much more revealing to know how 


labour’s share—or still better, the shares of workers 
and salary earners taken separately—would have 
moved with a constant proportion of employed to 
self-employed persons. Relevant information on the 
division of sector net products is not adequate to 
separate statistically these different influences on the 
share of labour, but some of the underlying causes 
can at least be illustrated. 


TABLE 


у 


Occupied population by industrial status in census years 


Percentages 
Self-employed persons as share of total Share of total self-employment 
occupied in: accounted for by: 
Country Year 
Total ... Manu- Cons- Тгапз- i ; : : : i 
occupied | АЕ “во “true porte. Trade Public |Astioul- Mac” Guar Tite Trade Public 
population ines turing tion tion Admin. une turing tion tion Admin. 
И и. 1934 Bost 58:51 25.01 1915 U2 SO Gey) |) Ss) IEG ЦЕЙ р ТР yt 
1951 26.5 66.9 14.1 6.5 5.9 359 114 60!9 16:3 2:0 131103 8.6 
а Е os 1937 a 90.6 198 31.1 8.2 76.1 ae a nS oe xe die 38 
1947 28.5 871315 0 226;:4 10:5) 63.3117. 1133:9.%20:2085.5 2:72 О 
1955 26.9 р Е О И = —=| SES) 10 5) BG = GO — 
Guxembours? о. . 1935 35.7 ПТ eee Ol ae 23 <5 JO == ИИ 153 45 1@ — 3) —= 
1947 30.5 ПИ 150 о 9 и 00 сы п) == ABS 
Denmark 4, В 1940 26.0 Я-А 6883.2. 12.3 142.1 112.2 1146.7 15:0 4s Oe al 9.3 
1950 25.6 Зорь. 8 021.1 13:0 939.7" 112.211 43:3" 165 5.8 3.720100: 7 
1953 25.3 52.6 20.3 42.6 57.4 
а 20). SS 1950 32.4 67-7 9 13:0 8.9 140 —12.1— | 76.3 104 20 2.7 ——8.6— 
rane ge aie Е 1936 29.1 5171 18:9" 26:2 58) СХ ЭЛИТ 5 И 9 1.1 14.0 114 
1954 28.6 59.6 13.4 18.2 53 [11124.21 48:513-3 5.0 Е У 15 
Western Germany 1936 28.0 68.5 16.9 16.8 Spl eS 43:19. 5:0 Heh == ЖЖ 
1950 23.0 63.5 13.6 14.3 72 228 = 421 202 154 20299 — 
Е де а 1936 47.6 80:97 20:9" 12,6% 15.8 4115 9.0 | 80.6 5.6 3 тЫ Ди 45 
1951 39.8 SIS) 911.8 и Эа За 10| 9 Sal о 1.1 8.7 3.4 
Е Е as 0 1936 42.6 65.2 24.8 11.8 246 — 33.4 | 64.0 14.1 16 25 №4 28 
1951 Bie 6229 23.88 98 * 150% ЕО ОО бое ДА Що Gets 
Мова а.о, 1938 41.1 ИО 18.4 535:0 143 26.4 17.8 668.3 8:4 1 15:1 29 Sr OKO) 
1948 36.1 SA ОБИ И И ПВ | о Сб 0 И 6: 105 
1953 33.4 3270 13:6 1183:0 1071225117567 Нот 4.9 3.0 56.3 810,8 
Switzerland ..... 1941 28.7 781416: G59 Sy ВИ lee | 5 20 о OLD 0 ИВ 
1950 24.6 (Bes МЕ ПБ ОНИ 29. 73785237 20:5 5.2 LOR 12:0%12.4. 
Зее. ae. 5 1940 28.5 с По И 08 8:3 64.7" 913-6) 1 И eo 4) 
1950 22.2 69.5 9.5 12,5 9.9 23.1 СВ | С Во сх о ПЗ 3.6 
United Kingdom < 1931 13.2 32.3 в и И О О С (0 599 ee2leo) 
1951 10.5 825 5.6 124 4.9 24.8 yey 115.9 RES eds 3.6 № 33:3 19.7 


Sources: National statistics. 


Note. — All family helpers are included with the self-employed, except 
in agriculture, where female family helpers have been excluded wherever 
possible. 


a The figures refer to employed and unemployed population. 
b Mining is included with manufacturing. 

c Including female family helpers in agriculture. 

d Public utilities are included with manufacturing. 
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Reference has been made earlier to changes in the 
proportion of employed and self-employed and to 
the fact.that the shrinkage of the agricultural sector 
was mainly responsible for the decline in the number 
of self-employed. But there are other sectors (manu- 
facturing and trade, for instance) in which self- 
employment is not unimportant, and where the 
proportion of self-employment has declined, though 
probably for different reasons (see Table 9). These 
changing proportions have been associated with dif- 
ferent movements in income per head. 


Changing Importance of the Self-employed 


Table 10 shows the percentage of employed and 
self-employed persons and their respective shares in 
national income; the ratio between the two gives the 
percentage by which the income per head of the 
factor group concerned exceeds or falls short of the 
national income per head of the occupied labour force. 


In many countries the share of labour income has 


risen faster than the proportion of wage and salary 
earners; in other words, their income per head has 


TABLE 10 


Distribution of national income and occupied population between wage and salary earners 
and self-employed persons 


TOTAL SELF-EMPLOYED 


WAGE AND SALARY 
EARNERS 


Country and year 


Income Number Income 
ЕК А 69 23 Ао 
total total 
national occupied 


income popul. 


(1) Oy WS | © 


total 


income 


ШИ 5 9 <6 5 0 6 1938 33.0 
1948 36.8 
1955 30.4 
IsUxXemMDOUTS eee Ce 1938 36.6 
1949 29.0 
Denmarkae eee 1950 45.4 
1952 43.2 
inland eee) Se 1938 25.8 
1950 757) 
Francesa, са тк. 1938 33.6 
1954 31.4 


Western Germany... 


Преп ames о 


United Kingdom 


Sources: Tables 9 and 14 to 25. 


29 ОЕ as) 2 of: 


national occupied 


of which : 
in agriculture outside agriculture 
Number Income Number Income Number 
as 90 Of (as 9 ОЕ as, о 88 7. 08 
total total total total total 
national occupied national occupied 
рорш. @ income popul. re income popul. ao 
(5) O= (5 (7) (8) (9) = ®) (10) (11) Г 
30.52 1:08.* 10.5 LIE) 60:95. 22,5 194 116. 
28.5 1.29 8.6 9.7 0.89 28.2 18.8 1.50 
26.9 1.13 59 9.8 0.60 24.5 | 1.43 
3551 1.03 ‘a 16.8 a a 18.9 He 
30.5 0.95 11.0 14.5 0.76 18.0 16.0 1503 
25.6 1:77 127 11 1.14 32.7 14.5 2.26 
253 fers 14.0 10.8 1.30 29.2 14.5 2.01 
324 0.78 | 119 247 048 | 133. guemeee 
29.1 1.15 14.4 151 0.95 19.2 14.0 1:37 
28.6 1.10 12.6 13.9 0.91 18.8 14.7 1.28 
28.0 13:5 14.5 
23.0 УТ 135 
47.6 19.4 38.3 0.51 sg 9.3 
39.8 28.2 32.0 0.88 ae 7.8 
29.9 oe ffs 
26.2 10.2 16.0 
257 10.0 15.7 
Zoe 9.7 15.4 
41.1 95 28.0 0.34 13.1 
36.1 10.7 23.7 0.45 12.4 
33.4 9.8 21.6 0.45 11.8 
18.4 a a 10.1 
13.9 he я 8.3 
7.0 15.1 0.46 14.8 13.6 1.09 
7.1 12.0 0.59 14.1 12.6 1.12 
1.3 а 1.9 0.68 11.6 10.1 1.15 
2.9а 1.6 1.81 ed 8.9 0.81 


@ Gross income as share of gross national product at factor cost. 
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increased more than national income per head. In 
France, Switzerland and the United Kingdom the 
share of labour income has risen significantly without 
much rise—if any—in the relative number of wage 
and salary earners. In western Germany, Norway 
and Sweden the relative increase in each variable has 
been similar, thus leaving relative incomes per head 
more or less unchanged. 


The income per head of the self-employed is in 
nearly all cases above that of wage and salary earners 
(compare columns 3 and 6 of Table 10), only slightly 
higher in Switzerland but more than twice as high in 
Denmark. Only in Finland is the per capita income 
of the self-employed lower than the average income 
of wage and salary earners. The explanation lies in 
the large share of agriculture in total self-employment. 
Income per head of the self-employed outside agri- 
culture is in all cases much higher than that of all self- 
employed and, a fortiori, than that of the labour force 
as a whole. For the countries for which data for 
several years are available, the share of national 
income accruing to the self-employed outside agri- 
culture seems to have declined more than their share 
in the labour force. Their income per head has 
therefore risen less than the national average, while, 
as was seen above, the per capita income of wage 
and salary earners has risen more. But there are 
exceptions to this: in Switzerland, for instance, the 
income share of the self-employed has remained 
almost constant in spite of a fall in the proportion 
of self-employed in the labour force, with the result 
that the income per head of the self-employed has 
grown almost as fast as that of wage and salary earners, 
both groups gaining at the expense of other factor 
incomes. As can be seen from the third part of 
Table 10, this development is caused mainly by the 
steep rise in the relative per capita incomes of the 
self-employed in Swiss agriculture. 


Large movements in per capita income of the self- 
employed in agriculture can be observed in other 
cases also. In all countries where, before the war, 
their income per head was lower than that of wage 
and salary earners, it has risen under the combined 
influence of an increase in their income share and a 
fall of their relative number. This is particularly so 
in Ireland, Norway and Switzerland. In France their 
income per head has declined slightly, relatively to 
the national average as a result of a fall both in the 
proportion in the number of self-employed in agri- 
culture and a slightly greater fall in their income. 
Pre-war figures are not available for Denmark, where 
income per head of the self-employed in agriculture 
was already much higher than that of wage and salary 
earners in 1950 and continued to rise further between 
1950 and 1953. In the United Kingdom, where per 
capita income of the self-employed in agriculture was 


about the same as that of wage and salary earners 
in 1938, their income share has risen, while their 
proportionate numbers have fallen; in 1951 their 
income per head was more than twice as much as 
that of wage and salary earners. As was seen earlier 
(in section 2), the share of the wage bill in agricultural 
output declined and so did the proportion of paid 
labour in the total agricultural labour force, and this 
may well be part of the explanation of the relative 
gain in per capita incomes of the self-employed in 
this sector. 


Income and Employment in Manufacturing Industry 


For a few countries only is it possible to show the 
employment and income share of labour in manu- 
facturing industry. But, in contrast to the information 
available for agriculture, the data given in Table 11 
suffer from two deficiencies: (a) the coverage of 
manufacturing industry varies in different countries, 
sometimes excluding and sometimes including mining, 
building and electricity, and (b) the share of income 
from self-employment cannot be inferred, as it can in 
the case of agriculture, where corporate enterprise is 
negligible. An unknown proportion of the non- 
labour share goes, therefore, to self-employment and 
the remainder to corporate profits and other small 
residual items. 


The first part of Table 11 relates the changes in 
the share of wages and salaries in the net domestic 
product of manufacturing industries to the corre- 
sponding changes in the relative number of wage and 
salary earners employed in the sector. It shows that 
of the four countries for which pre-war data are avail- 
able, two, France and Italy, experienced an increase in 
the wage fraction whereas it declined in the Netherlands 
and Norway. For the post-war period, all countries 
show an increase except western Germany and Ireland, 
where the wage share has been fairly stable, and 
Finland and Italy, where it has actually declined.*° The 
increase in the share of wages and salaries has been 
greater than that in the relative number of wage and 
salary earners, with the exception, of course, of the 
Netherlands and Norway, where the wage share 
actually declined (see column 3 of Table 11). 


The same kind of comparison, but this time in 
terms of national average, is shown in the last three 
columns of Table 11. In France the parallel increase 
in the shares of labour income and of employment has 
left unchanged the ratio of income per head of de- 
pendent labour in manufacturing to national income 
per person employed. In Italy, where wage earners 
in manufacturing (including mining, electricity and 


зо In Italy, according to an estimate of the wage bill, the 
labour share in the net industrial product decreased from 60 
per cent in 1948 to 53 per cent in 1955. See also Table 12. 


Page 22 — Chapter VIII 


TABLE 11 


Income and employment of wage and salary earners in manufacturing industries 


Percentages 


Share in manufacturing net output 


Share in national income or total 


or employment occupied population 
Country Year Wages and Wage and 
Wages and | Wage and salaries in |salary earners 
salaries salary earners manufactur- | in manufac- 
(1) ing turing я _ (4) 
(1) (2) 9=0) (4) (5) (Os 

Denmark’ о в 1950 56.0 85.2 0.66 14.6 24.4 0.60 

1952 59.7 84.0 0.71 16.5 26.5 0.62 
ТО iach ewe eee Вот 1950 67.0 87.5 0.77 213 23.6 0.90 
Prancemmran: 4: Ис one hur 1938 64.7 81.1 0.80 19.0 21.6 0.88 

1954 69.9 86.5 0.81 21.4 24.5 0.87 
Western Germany® ...... 1950 57.9 88.0 0.66 235 34.7 0.68 
аа с as caren he eee ee 1951 Sal 89.3 0.85 18.3 22.5 0.81 
tal y Ciaran pce ve byes. eros 1938 43.1 76.4 0.56 12.6 18.0 0.70 

1951 50.3 78.4 0.64 18.8 20.0 0.94 

1955 52.8 80.5 0.66 22.0 21.0 1.05 
Netherlands со are en 1938 64.2 oo a 14.3 ae 3 

1948 56.2, 84.8 0.66 17.4 257 0.68 

1950 S12 86.1 0.66 18.7 Dies 0.68 
INGA? See Zope aes 1938 56.0 81.6 0.69 14.7 15.3 0.96 

1948 50.1 86.0 0.58 17.2 20.2 0.85 

1953 55:2 86.4 0.64 18.4 21.4 0.86 
КОКО Ь 1 Kingdom) о оо бое 1951 66.3 94.4 0.70 26.4 B55 0.74 


Sources : See Appendix В. 
@ Mining and manufacturing. 
6 Mining, manufacturing and public utilities. 


building) constituted about 20 per cent of the occupied 
labour force in 1951 as in 1938, their income share in 
national income almost doubled so that their average 
income per head, which was below the national 
average in 1938, rose to about its level in 1951. The 
opposite happened in Norway, where the average 
income per head of wage and salary earners in manu- 
facturing, which was above that for all wage and 
salary earners in 1938, declined to the average level. 
There are thus divergent developments of relative 
income growth for wage and salary earners in manu- 
facturing in different countries and in relation to other 
sectors. 


To summarize: there has been a considerable switch 
of relative income per capita from self-employment to 
wages and salaries in sectors other than agriculture, 
only partly compensated by a shift towards the self- 
employed within agriculture. 


с Mining, manufacturing, public utilities and construction. 
d Manufacturing and public utilities. 


It is possible that the conclusions would be some- 
what changed if account could be taken of total 
personal available income rather than of factor 
income; it will be seen, however, from Table 8 of 
Chapter IX, where a comparison of personal income 
per head has been made for Denmark, Sweden and 
the Netherlands, that the movement over time of 
average income for the different classes of the occupied 
labour force is very similar, while, as might be ex- 
pected, the average incomes in the various sectors 
appear to be modified. 


The Effects of Inter-industry Shifts on the Wage 
Fraction 


Changes in the average share of labour income in 
total income are, as has been noted, the net result of 
changes in the relative size of different sectors and of 
changes in the share of labour income within the 
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TABLE 12 
Share of labour income in net domestic product by industrial sectors 
Percentages 
Agri- т : 
culture, Mining Gas, ranspor 
Country Year forestry and Nas ~ | electricity, | Building and Trade ¢ Other All 
and quarrying 8 ales communi- services 4 | sectors ¢ 
fishing а cation 
Denmarkf. .. . | 1948 А 36.6 78.7 55.4 41.0 ТЯ 74.2 39.9 50.3 53.6 
В 33.5 68.5 48.9 29.8 72.3 51.9 32.8 43.0 46.9 
1950 А 31.2 THES 54.8 42.9 69.7 79.7 37.8 50.6 51.0 
В 28.1 67.4 47.9 28.5 67.4 585 31.9 42.2 44.4 
1952 А 29.0 79.0 59.5 527 65.4 74.6 40.9 SAW 52.9 
B 26.0 68.8 S162 30.0 63.4 49.5 35.4 41.4 45.4 
1954 В 28.0 65.8 50.8 30.3 64.0 52.9 37.4 40.8 47.1 
Finland . 1948 25.9 70.3 70.8 74.7 48.4 59.5 Shi 
1950 24.0 67.0 72.6 71.4 46.2 49.8 555 
1952 25.4 68.1 78.3 72.6 46.6 45.2, 56.0 
1955 24.5 66.6 80.7 67.3 48.4 355 55.0 
адены cee 1938 17.6 64.7 75.0 52:9 О) 34.1 373 53.4 
1950 15.9 63.7 es} 53:3 89.5 21) 52.1 56.0 
1952 16.1 66.2 TBST 58.3 92.8 33.2 53.9 58.7 
1954 17.0 69.9 75.8 64.8 91.0 S57 54.8 60.8 
Western Germany | 1950 20.0 55.9 81.1 58.6 39.3 68.4 56.0 
1952 16.7 52.3 = 79.4 56.4 49.0 74.7 55.2 
1955 ПД 54.4 80.0 53.4 49.9 82.2 57.0 
Е во обв 1938 18.1 a 52.8 
1948 15:5 a4 Br, pate sees 5 =e 
1951 12.9 ТЕ 54:8 АВЕ 60.8 51.9 
1952 12.5 77.6 р Е 60.5 51.4 
1955 13.1 76.1 ey Ce 61.6 52.1 
Netherlands 1938 44.9 85.2 64.2 34.4 63.2 67.1 49.1 В 53.8 
1948 33.1 91.9 56.2 68.0 70.6 64.8 34.1 44.6 55.4 
1950 24.0 80.5 SP) 59.4 74.7 74.2 SHS) 44.3 53.3 
Norway 1938 5) 59:3 57.2 42.4 55:2 55:2 41.8 47.4 49.1 
1948 25:5 53.4 50.3 46.7 И 66.1 45.1 65.1 52.9 
1950 23.4 50.6 54.2 47.3 71.7 62.8 41.2 64.5 53.6 
1952 23.4 40.2 60.2 60.7 72.8 51.4 41.4 65.2 5247) 
1955 DEF 42.1 54.3 76.6 58.4 47.5 60.4 35:2 
United Kingdom 8 1948 40.2 89.8 64.6 5/8 81.1 70.1 46.8 53.4 64.3 
47.2 53:3 63.6 


Sources : Зее Appendix В. 
а For Norway, excluding whaling. 
Ь Including handicrafts except in Western Germany. 
с Including banking and insurance for Finland. 


d Excluding public administration and defence. Denmark : Percentages of 
net domestic product cover professions, domestic services and rent of 


dwellings only. 


Netherlands: excluding education. 
excluding public health and education services. 


€ Including also public administration and defence. 


ГА: shares in net domestic product. 
B: shares in gross domestic product (including repair and maintenance). 


& Shares in gross domestic product. 


United Kingdom: 
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sectors. Table 12 shows the development of the share 
of labour income in the net product of different sectors 
for eight countries. Since for any given sector its 
net output is equal to the sum of wages and salaries, 
profits and income from self-employment (plus rent 
and interest), any variation in the relative number or 
relative income of the self-employed will influence 
the share of wages. 


The share of labour income is low, as one would 
expect, where self-employment predominates (agri- 
culture and trade) and relatively high in sectors where 
self-employment is unimportant (mining). One would 
have expected to find the same phenomenon in gas, 
electricity and water, but does not find it in practice. 


If the share of income of the self-employed in the 
net product could be eliminated the residual would 
have to be attributed mainly to differences in profi- 
tability. Here again, in a few cases this factor may be 
seen at work; the high labour share of transport in 
France and of mining in the United Kingdom is 
probably an indication of low profitability. 


Apart from these few examples the pattern of the 
labour share is a combination of these two unknown 
elements and shows often surprising results. Without 
more detailed data about the proportion of income 
from self-employment it is difficult to explain why, 
for instance, the labour share in the public utility 
sector should in so many cases be smaller than that 
of the manufacturing sector, or why it should be 
generally higher in building than in manufacturing 
when self-employment is relatively more important 
in the former than in the latter, or why it should be 
so low in manufacturing in western Germany as 
compared with Finland. 


In the countries for which the shares of income from 
labour and from self-employment are available, at 
least for all the sectors taken together, the residual 
of profits, interest and rent in the net product is 
probably of the order of 5 to 15 per cent. Even fairly 
substantial variations in the profit element could 
therefore influence the share of wages only slightly. 
The main cause of inter-temporal and inter-country 
variations in the wage share must therefore be sought 
in the movements of income from self-employment. 
This applies quite clearly to the economy as a whole 
and a fortiori to the sector shares.*! 


The data on the labour shares by industrial sectors 
can, however, help to throw some light on the quan- 
titative influence of sector developments on the 


31 The share of labour in the net output of 14 industries within 
manufacturing was also examined, but the differences in the 
wage fraction between different industries in the same country 
and between the same industries in different countries were 
found to be as great as those between different sectors of the 
economy, and the movements over time were in many cases 
large and tending in opposite directions. 


aggregate share of labour income. An attempt to 
isolate the effects of inter-sector movements is made 
in Table 13. The calculations show what would have 
been the total share of labour income in the different 
years on the assumption that the share within each 
sector was constant at the 1950 level and that only the 
relative size of sectors changed. A measure of this 
kind can give only an approximate indication, for the 
results must depend on the choice of the base year 
and on the number of sectors which can be separately 
considered.” 

Pre-war data are available for only five countries, 
in four of which (Finland, France, the Netherlands 
and Norway) changes in the relative output of different 
sectors have had the effect of increasing the share of 
labour income since 1938. In other words, the 
greatest expansion has taken place in those sectors 
where the share of labour income is higher than the 
average, or, conversely, sectors with a wage fraction 
lower than the average have expanded least or even 
contracted. Agriculture, which has a wage share 
significantly lower than the average, contracted 
relatively to the other sectors in three out of five 
countries for which pre-war figures are available. The 
Netherlands and Ireland, however, are exceptions in 
this respect, since the share of agriculture has increased. 
This expansion of agriculture and its absolute impor- 
tance explain why Ireland is the only one of the 
five countries where inter-sector differences in rates of 
expansion have lead to a reduction in the wage fraction. 
The relative expansion of manufacturing industry, with 
the wage fraction everywhere above the national 
average, has contributed to raising the share of labour 
income in all countries. 


As can be seen from Table 13, these structural 
changes often explain a major part of the changes 
actually observed in the wage fraction since 1938. 
Only in the Netherlands has the effect of inter-sector 
movements been more than offset by other influences 
(e.g., the decline of the wage share in manufacturing). 
In the post-war period, structural changes have been 
less pronounced, and have played a less important 
role. There has, in general, been an increase in the 
wage fraction since 1950 as a result of inter-sector 
movements and of a rise in the wage share within 
sectors. Ireland is, however, an exception. There the 
rise in the wage share in most sectors is more than 
offset by a continued relative expansion in agriculture 
coupled with a decline in the share of labour income 
in that sector.®* 


33 For further detail on the sectors distinguished reference 
should be made to Appendix B. 


oS Ihe should be remembered that 1950 was a year of much 
stock appreciation. If this stock appreciation could be elimi- 
nated from the data in Table 13, the wage share in 1950 would 


rise significantly, underlining even more the fallin the succeeding 
years. 
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TABLE 13 


Analysis of changes in the share of wages and salaries in net domestic product 


Change in percentage points from the wage fraction in 1950 and that part of the change due to inter-sector movements 


1938 1948 1952 1953 1954 1955 


A—AIl Sectors 


Denmark 
а Chance eo лье os +2.6 +1.9 
Change due to inter-sector movements... . 2 +0.5 +0.2 a 5% 
ое ИННИУ би x +2.5 +1.0 +1.1 +2.7 
Change due to inter-sector movements ey ote +0.6 +0.4 +0.5 +1.1 
Finland 
ее аи. ies —0.4 +0.5 +0.4 —0.2 —0.5 
Change due to inter-sector movements. ..... —5.3 —3.0 — +0.4 +0.6 +0.7 
France 
ео. —2.6 56 +2.7 +3.8 +4.8 
Change due to inter-sector movements. ..... —3.7 ae +0.9 +1.0 +0.6 
Western Germany 
Ue eee) "2s ae ae ee о >> га —0.8 +1.1 5 -+ 1.0 
Change due to inter-sector movements. ..... ae de — +0.7 ae +0.7 
Treland 
Hotalchangem. 3 AEE, Peale. ен: +0.9 a —0.5 —0.8 +0.4 +0.2 
Change due to inter-sector movements. ..... +3.0 ae —1.2 —0.9 —0.1 —0.7 
Netherlands 
И (ten ee ee ene +0.5 +2.1 
Change due to inter-sector movements. ..... —2.2 + 1.7 
Могуау 
ОВО ОЕ Же же nies: —4.5 —0.7 +0.9 aoe! +1.1 +1.0 
Change due to inter-sector movements. ..... —3.3 +0.1 +0.3 +0.8 0.3 £+0.5 
United Kingdom 2 
(fotalichance=--t ими. Al. bervian a +0.7 +3.2 +2.8 +2.0 +2.5 
Change due to inter-sector movements. .... . и: +0.2 +0.5 +0.4 +0.2 +0.2 


Denmark 2 
Wotalchan gels nt Fayre ss: дс see ae ileh. een: ae Ad +4.8 +3.8 +3.9 +4.9 
Change due to inter-industry movements. ... . а Bo +0.6 +0.7 +0.9 +0.8 
Netherlands 
Potalbchanged’s st) JUS). AMO SIRENS +7.0 —1.0 
Change due to inter-industry oy Chats apa heart +0.5 —0.1 Py 
Norway 
DOLSIMCHAN Ge а + sf ce +125 —3.9 +0.5 +1.0 
Change due to inter-industry movements® .... —3.56 —0.5 — —0.2 


United Kingdom 2 
MO tAIICHAN Рене mind spy Beco Ren ae ek iis ace Ons ae +2.3 +5.6 +4.8 +3.5 


the remaining part of the actual change is attributed to intra-sector influences. 
Е In principle, stock appreciation is excluded from the data for Denmark 
Note. — The table shows the break-down (in percentage points increase or France, the Netherlands and Norway. 


Sources and methods : See Appendix В. 


decrease over 1950) of the oe Sore yeas in the percentage share of total а Change in, the share of wages and salaries in gross domestic, product, 
ages and salaries in net domestic product. 

я Bee if the share were constant at the 1950 level for each sector, the Ь Average 1935-39. | 

average for all sectors would still vary as a result of changes in their relative с Obtained by applying the average 1935-39 wage fractions. For further 

net outputs. The change in the share which would occur on this assumption details, see Appendix B. 


is shown in the second line (“ change due to inter-sector movements ”) while 
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For a few countries sufficiently detailed data are 
available for an analysis of changes in the labour 
share of industry groups within manufacturing ; and 
the effects on the wage fraction of structural changes 
within manufacturing are given in the lower part of 
Table 13.34 


In the two countries for which it is possible to 
compare the situation in 1950 with pre-war, it can 
be seen that the share of wages in manufacturing has 
declined during this period. In the Netherlands the 
inter-industry movements in the period had a negligible 
influence, whereas in Norway the pattern of expansion 
has tended to increase the share of wages and salaries 
for manufacturing industry аз a whole.* It is difficult 
to say exactly which industries have contributed to 
this development, but it seems probable that it is 
above all the metal industry (where the share of labour 
income is much higher than the average for all manu- 
facturing industry). For the two countries for which 
only post-war data are available—Denmark and the 
United Kingdom—inter-industry movements have had 
practically no effect on the development of the share 
of labour income in manufacturing, and the rise in 
the average share of labour income is due almost 


entirely to changes within industries. 


* 
* * 


This survey of factor shares in national income has 
shown that changes in the aggregate shares of broad 
factor groups are partly the result of changes in the 
relative importance of the industrial sectors. The 
relative decline of income from rent, from agriculture, 
and perhaps from self-employment is associated with 
a rising share of labour income and sometimes of 
trading profits in the economy as a whole and also 
with a rising share of labour income in the non-farm 
business sector. The data are not full enough to 
provide a firm answer to the question whether there 
would still have been a rise in the wage share in the 
non-farm business sector if structural changes could 
have been put aside. Apart from the conceptual and 
statistical limitations (the number of sectors available 
for re-weighting, the choice of the base year, the 
changes in coverage of the non-farm business sector 
and the difficulties of measuring stock appreciation) 
which are sources of error and introduce a considerable 


34 Tn the case of Norway, recourse has been had to an estimate 
appearing in a national study (Odd Aukrust: “ Den funksjonelle 
inntektsfordeling i Norge belyst ved nasjonalregnskapsdata ”, 
Statsokonomisk Tidsskrift, December 1956) which made а 
comparison based on the average share of wages and salaries in 
the different industries in the period 1935 to 1939—thus per- 
mitting a comparison with pre-war which would not otherwise 
be possible. 


35 Tt should be noted that the fall in the relative share of wages 
and salaries in manufacturing, a sector which alone accounts 
for one-third of national product, is offset in the Netherlands 
and more than offset in Norway by an increase in the share 
of labour income in the other sectors taken together. 


element of uncertainty, there are many other exogenous 
factors likely to bring about changes in the wage share. 
Differences in the movements of labour income in the 
incorporated and unincorporated sectors (where 
income from self-employment is known, but not the 
associated component of wages and salaries) are 
one example of these difficulties. Also, the intra- 
sector changes are often the result of changes in the 
composition of output or the method of production 
which may require more skilled and less unskilled 
labour, more office and sales personnel and fewer 
manual workers. Such movements in types of labour 
income cannot in the present state of statistical 
materials be analysed. As labour income accounts for 
one-half to three-quarters of national income, the 
absence of a finer break-down is a considerable 
handicap in the understanding of changes in factor 
shares. 


Quite apart from such changes in the composition 
of labour income, the relative movements of prices 
and profit margins exert an influence on distributive 
shares. Price controls have clearly lowered the share 
of rental income and contractual prices fixed for long 
periods (e.g., certain interest payments) work in the 
same direction. Within the business sector any 
widening or narrowing of profit margins will affect 
the division of the product into wage and salary 
payments on the one hand, and profits on the other. 
It is arguable that the forces of competition which 
tend to limit profit margins were less powerful in the 
post-war world of shortages and over-full employment 
than in the recession year of 1938. But the data are 
not in a form in which any single business sector, or 
at least the corporate sector of business, could be 
analysed in this respect. The question whether full 
employment has increased the share of labour income 
or, what amounts to the same, whether wages and 
salaries have risen faster than profits in the business 
sector cannot, therefore, be answered, at least not in a 
more definite form than stated in the previous sections. 
On the basis of the crude data available, there is hardly 
any trace of a lagging of labour income behind profits 
in inflationary periods. But the evidence is by no means 
conclusive, and much depends, as has been seen, on 
the treatment of stock appreciation and of capital 
consumption in the calculation of profits. Wages and 
salary incomes may have become highly flexible in 
an upward direction in periods of full employment 
and may have gained at the expense of distributed 
and undistributed profits, but again the figures do not 
show it, nor do they permit a distinction between 
fixed income receivers of various kinds, except for 
rent and to some extent interest income. 


| Although many of the details which might throw 
light on the causes underlying changes in factor 
shares are lacking, the broad picture of the substantial 
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changes which have taken place since before the war 
comes out very clearly whether one looks at the 
share of labour income or at the shifts within agri- 
culture or at the allocation of profits. Some of these 
changes, such as the lower share of rent in national 
income, may be temporary phenomena. Others, such 
as the reduced share of income from self-employment, 
may persist for longer and thus permit a permanently 


higher share of other factors. But higher shares, let 
it be repeated, do not necessarily mean a change in 
welfare or living standards, if for no other reason than 
the fact that the number of income recipients in the 
factor groups can change, as was shown in Section 3. 
For welfare comparisons the concept of personal or 
disposable income is more relevant than that of 
factor income. 
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TABLE 14 
Austria: National income by distributive shares 


Percentages and billions of schillings 


1948 1949 1950 1951 1952 1953 1954 1955 


Incomestroml) employ inentee essere nme 58.5 5/1: 56.1 56.7 58.3 59.7 58.1 ae 
Of which: Public administration and defence а a 9.6 9.1 8.6 8.5 8.9 8.3 : 

Income from property and entrepreneurship received 

Бу shOuseholds:0 gue rate we cles es era Е 36.4 357 36.7 35.8 36.3 35.0 36.4 37.2 
СЕЛИ (67 СООО с ооо ознос 46 то 5.3 4.8 2.1 И DB) 1.9 
Direct Тахез еп сорта ее ы 22 р. 3.0 3.0 OT 2.3 
Government income from property and entre- 

POLCTICULS 11 [ya grasa er am ee oo — 0.3 0.2 0.9 0.6 0.9 1.0 1.0 
ISesseintereste ons the spUblicnde Dts Зв объе —0.4 —0.3 —0.5 —0.4 —0.3 —0.3 —0.4 —0.5 


100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


National income in billions of schillings ... . Dao 34.5 41.7 55.9 63.3 63.2 ТЕ 81.1 


Sources and methods : See Appendix В. а Wages have been taken as equal to the gross output of the sector. 
Ь Including income from self-employment. 


TABLE 15 
Belgium: National income by distributive shares 


Percentages and billions of francs 


1938 1948 1949 1950 1951 1952 1953 1954 1955 


Wiasessandtsalaries ss. mise em aa me es meyer eee ey 46.5 48.5 47.3 47.5 48.3 47.6 47.3 47.4 

Employers COntEIDULONS meni een ee nnn De 6.2 6.1 5.9 5.8 6.5 6.4 6.3 6.5 

соленое о уснет 5 . 5 2» o eo oo 0 © 45.7 S257 54.6 532 58.3 54.8 54.0 53.6 33.9 

OjawhicheyAscricultureae eee ene ie: 0.8 0.9 0.8 0.8 0.8 O: 85 sO, 0.7 

Public administration and defence а г 6.6 7.6 7.4 7.6 8.5 8.8 9.0 10.3 

Income from unincorporated enterprises ... 33.0 36.8 34.0 Sib // 32.0 30.9 31.3 30.7 30.4 

бу лай Даа Бе 6B 6 8 6 6 10.5 8.6 ell 7.0 6.8 6.3 6.6 6.1 5.9 

Income from property received by households . 20.0 9.7 10.7 10.9 10.8 1123 12.4 у 13.2 

Of. whichts Rent way... ом a Bs 4.4 5.0 5.0 4.8 5.0 6.2 6.8 6.6 

Interests 27. tease. ln eines thes ee 3.0 Ben 3.8) Sul 3.3 BES 3.6 3.7 

IDIOM оо обо боров Bs DD 2.4 2.4 2.8 2.9 2.6 2.6 2.8 

Corporate transfer payments . . Pe: 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

SENOS OF Cem MCwOMS . & 4 6 4 6 oo oa GS 1.6 1.6 3 2.6 Syl 2.0 1.9 275) 27 

Direct taxes’ ‘оп corporations’ 4.4)... ) 2. 1.6 1 1.8 17 2.6 2.8 Dai 2.0 1.8 
Government income from property and entre- 

PLEDCUTSHIP Aya aw Cane а ое Cee 0.0 0.1 0.1 0.5 0.5 0.6 0.7 0.7 0.7 

essmnteresthonethe: publicndebtaeie seems И 7 А СЕ 2-3 2-4 Я = = 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

National income in billions of francs ..... 64.0 257.6 256.8 275.8 3144 3240 3346 349:0) 3634 


Sources and methods : See Appendix B. 


@ Including education. 


Note. — In principle, stock appreciation is excluded from national b The income of unincorporated societies (sociétés de personnes) is after tax, 
ее. which is included with direct taxes on corporations. 
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TABLE 16 


Denmark: National income by distributive shares 


Percentages and billions of kroner 


1948 


1949 


1950 1951 1952 1953 1954 1955 
Аа ао ао. К с . Dae, 53.8 52.6 S153) 52.4 Son 55:2 55.5 55.6 
Bimployersmeontributions) 995), . 2 4). . sae. 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3* 
Income from employment Ry, Ore eo AL 54.1 52.9 51.6 Shi 53.4 58.5) 55.8 55:9 
Of which: Ависиатеа. 2... ЕЙ 72 6.9 6.7 6.6 6.5 6.5 6.3 
Public administration and 
dclcnce, teen. Age nee US) 7.0 6.9 7.4 8.0 8.3 8.9 9.0 
Income from unincorporated enterprises . . . . 43.3 44.3 45.4 44.2 43.2 
Флер Acniculturesss © 3 Ak. . 4. . 9.5 11.5 12.7 12.4 14.0 
Income from property received by households: 
Rent oudwelhings™p sa quar. Na 4 2h. 2.3 2.4 2.0 1.9 1.8 44.7 42.4 
СОС И Е es sc SG ks las ilo 1.8 1.8 1.7 1.8 
Gorporatetransferspayments . ....... . — — 0.1 0.1 0.1 
Savine, of corporations... <<. . <5... 1.6 1.8 1.6 1.6 1.6 
Direct taxes on corporations. ......... 162 1.1 В 1.5 1.8 1.7 ied 
Government income from property and entre- 
ORENCULSHID ay ee ede en sms В #2 3 1.4 eS 1.4 1.6 187 
ess interest on the publicdebt ........ —1.4 =a) fi! == [| 3} =13 = (4 = —1.6 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
National income in billions of kroner. . . . . . 15.43 16.40 18.78 20.23 21.36 2212 23.41 24.04 
Sources and methods : See Appendix В. а Excluding employers’ contributions. 
Note. — In principle, stock appreciation is excluded from national Ь Including interest and non-dwelling rent received by households. 
Income. 
TABLE 17 
Finland: National income by distributive shares 
Percentages and billions of marks 
1938 1948 1949 1950 1951 1952 1953 1954 1955 
Wareseand salanesy хе oc hoe: 55.1 56.1 55.8 53.0 56.2 56.1 55.1 Sip 
ETplOvetsy COMUMIDUTIONS о, ыы $e 4.0 551 5.2 5 6.1 6.1 6.1 6.1 
Тасоте от етроутепе . ; . д... 50.3 59.1 61.8 61.7 58.7 62.3 62.2 61.6 61.2 
Ojawhich ВАСИ те и еее = Aye 8.3 6.3 6.5 6.0 6.5 6.5 5.6 5.9 
Public administration and defence . ie 7.1 7.4 8.4 7.0 7.6 7.9 7.3 US 
Income from self-employment ....... 25.8 28.9 25.4 M9 26.3 24.3 24.5 24.5 24.3 
ОТИС = Aericultures 2) hae) 2 en. . : к. ile) 10.0 10.3 10.7 9.4 9.2 
GonporatespLOltS Gee ae. Ss ae © «en: 9.4 Hol 8.6 97 11.6 9.4 8.5 8.9 9.5 
о; which» иена... 1.5 1.4 1.5 1.9 7 1.7 1.9 я] 
БЕС AXES № ола ие Ae 25) 4.2 5.3 Wc 55 4.7 4.5 al 7] 
Rent andanterest и с оз +» = ek 2 ei) 14.3 4.1 4.2 3.9 3.8 4.0 4.8 5.0 5.0 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
National income in billions of marks ...... 298 305.5 — 3212 412.9 612.5 610.1 613,195 6796 8967.5 


а Sources and methods : See Appendix В. 


Including those surpluses of public enterprises that are not treated as indirect taxes or subsidies. 


ООН ип 
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TABLE 18 
France: National income by distributive shares 


Percentages and billions of francs 


1938 1948 1949 1950 1951 1952 1953 1954 1955 
Wages and salaries sas. 2) ee ee 46.9 45.6 44.2 46.5 46.8 47.2 47.5 47.3 
Employers. contributions). liane nine Shu 10.4 10.8 22 11.4 11.7 12.0 11.8 
Incomemromremployment. ое een ne 52.0 ce 56.0 55.0 57 58.2 58.9 59.5 59.1 
Ojawhichiw A cricul tite a Е nner 3.4 5 Dail, 2.6 2.4 2.4 2.4 De 2.2 
Public administration and defence 9.0 ied 12.3 12.8 12.8 13.1 127, 12.3 
Income from unincorporated enterprises. ... . 33.6 36.9 36.7 34.5 S320, 32.4 31.4 30.8 
Ofawhiche@A criculturc aaa ee ae 14.4 Ay: 16.1 14.8 14.3 12.8 13.2 1257 11.9 
Income from property received by households . . 14.4 Sie 215) 4.1 4.0 4.0 4.0 4.4 4.3 
ОИ ооо ol nae 3.4 an —06 =03> —05 —05 —04 02 2-01 
оне я с ат И.Э ne 0.9 ЦТ 1.0 во 0.8 1.0 0.9 
В солома ро о 87 i 3.2 3.3 35 85 3.6 3.6 35 
SavinevOls corporations съ ооо оошобвое 3.9 м Ql 2.5 1.8 2.5 2.4 2.9 4.0 
Directataxes On COrporatiOnsm: een п. 0.6 A 225) ро 2.9 27 3a 2.8 EAS | 
Government income from property and 
GUMS MD os og 5 BG be 9 0 65 oe 0.6 = 0.2 0.4 0.7 0.6 0.7 0.9 0.9 
Ikessuintcrestronithe puUbIC Черри en ieeens —5.1 —1.2 —1.5 —1.5 —1.7 —1.5 —1.8 —1.8 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
National income in billions of francs ...... 354 6396 7307 8828 10507 10806 11535 12906 
Sources and methods : See Appendix В. 
Norte. — In principle, stock appreciation is excluded from national income. 
TABLE 19 
Ireland: Net domestic product by distributive shares 
Percentages and millions of pounds 
1938 1948 1949 1950 1951 1952 1953 1954 1955 
VES) Bia) чате 5 6 ee eo 6 4 og B Bee oe 52.0 49.6 49.5 52.9 54.1 51.0 50.0 Бо 51.8 
EMployersm ОИ о ооо нопвооб 0.8 0.5 0.6 0.6 0.7 0.6 0.7 0.7 0.7 
incomes onimenip] Oyinler aa iil и 52.8 50.1 50.1 59:5 54.8 51.6 50.7 52.2 52.5 
OjswhichsAstiCculture aa eee ene 4.6 a 5.0 4.7 4.2 4.3 4.0 4.5 4.4 
Public administration and defence а 8.0 8.0 ie, 8.8 9.1 8.7 8.8 8.9 8.8 
Income of self-employed in agriculture ..... 19.4 27.6 28.4 PALS 28.2 29.1 29.3 а 28.8 
Corporate profits Е 7.9 9.6 9.8 8.0 6.9 8.8 9:9 10.5 9.3 
Of which : Ditect taxes oN a es ge 1.6 2.9 2 2.6 De, 2.8 2.4 2.6 2.8 
Savin’ о Е 3.2 3.4 4.0 4.6 4.3 Bal 3.4 3.9 S35 
IRCOU ME ame о аа Ве ре О eee aoe 6.3 3.4 82 32 3.0 2.7 2.4 2.5 2.3 
Other income from property and entrepreneurship с 13.6 9.3 8.5 7.8 TA Teil 7.7 7.6 И 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 1000 100.0 
Net domestic product in millions of pounds . . . | 145.1 303.0 320.9 3222 3412 3810 4150 4155 4308 


УмМ—— CG err eee 


Sources and methods : See Appendix B. 


Note. — Except for 1938, the figures exclude provisions for stock 


appreciation. 


@ Including payments to Irish officials abroad. 


Ь Saving out of domestic income only. 
с Including income from non-agricultural self-employment. 
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TABLE 20 
Luxembourg: National income by distributive shares 


Percentages and billions of francs 


1937 1948 1949 1950 1951 1952 1953 1954 1955 


Wacessandssalaricsaeme Pe a и се. ae ne 521 53.9 46.6 46.6 54.5 52.8 50.6 
Employersyicontributions она. A st 6.3 6.5 5.6 5.8 6.7 7.1 7.1 
Incomesfromyemployment..... ео. 45.3 ae 58.4 60.4 52:2 52.4 61.2 SE) 5 
Of which : Public administration and defence . ee Ae th a у 8.7 10.1 10.1 101 
Income from unincorporated enterprises ... . 36.6 7, 29.0 29.9 24.4 23.9 28.9 27.9 26.6 
OfewhichbeArricniture ne). . «tees od 6 a ie 11.0 11.1 9.3 8.7 9.8 9.0 8.7 
Income from property received by households: 
RCN tear в оо ВИА Ms 62 6.5 53 2 DES 2.6 225) 
Е О и о о sean ays , ; р 32 3.6 3.6 3.6 
Corporate transfer payments ...... о 0.5 0.4 0.7 0.7 0.6 0.4 0.5 
Эауще ОЕ corporations ~ 29... cs). s . ee 18.1 a 1.6 — 12.0 6.9 —5.5 0.4 2.4 
Direct taxes оп corporations ......... Si 5.2 3.6 es} 9.1 516 16:0 
Government income from property and entre- 
Па mene Ui р Ne a 0.8 0.9 0.7 0.9 1.0 1.0 1.2 
Less interest on the public debt ....... nee ss —1.7 —17 -13 -14 -14 -—14 —1.4 
100.0 = 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
National income in billions of francs... .. . 2.26 a 9:55 9.61 13.25 14.25 12.82 13.36 14.67 


Sources and methods : See Appendix В. 
Note. — In principle, stock appreciation is excluded from national income. 


TABLE 21 
Netherlands: National income by distributive shares 


Percentages and billions of guilders 


1938 1948 1949 1950 1951 1952 1953 1954 1955 


WeareseanGestlanicssee. f.2 бон 48.7 Е 50.9 50.9 5 50.5 49.5 50.8 50.4 
Bmployers: contributions еее. 21 23 2.4 2.4 2 3.0 33 3.3 3.2 
Income fronr employment... .......-. 50.7 55:5 53:3 53.3 54.4 53.5 52.8 54.1 53.6 
Of which : Public administration and defence 2. 7.8 10.5 9.0 9.0 8.7 8.9 9.1 9.4 9.3 
Other income of households from property and 
i : \ 38.4 
entrepreneurshipi2) ние eye. Тао. 43.7 38.9 40.6 8 о 09. (Dee 
ВИЗР НОЕ corporations бо зо... 3.9 2.9 DSi 4.5 
Directstaxes ‘on! corporations’... ..... . «=. 0.6 4.4 4.6 4.9 5.3 7.0 53 4.1 4.5 
1 fi roperty and entre- 
ee ee en. Ay 20 25) 22 230003) 20) eames 
Less interest on the public debt ....... —33 —37 ‘“—3.7 | —3:33 —30 —27 —26 28—24 


100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


National income in billions of guilders. .... 297 12.76 © 14,009 15.51, 16:82 17-839. 22 ee 2723168 
a М[ [мын„ЬнршшъмньььнхкБн EEE EEEEEEEEESSE SEER! 
Sources and methods : See Appendix B. a Including education. 
Nore. — In principle, stock appreciation is excluded from national b Including income from self-employment. 


income. 
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TABLE 22 
Norway: National income by distributive shares 


Percentages and billions of kroner 


1938 1948 1949 1950 1951 1952 1953 1954 1955 


Waceseand salaries: Steg.) с Reet ene 49.8 52.8 5819 53.5 49.4 52.4 555 54.4 54.4 
Emiployerse COMtUdbUtIONS п о 0.4 0.8 0.8 0.8 0.8 0.9 1.0 1.0 1.0 
ОО Moya Saojolonweneime? 4. 2 oc 6 6 o 8 aw 50.2 53.6 54.7 54.3 50.2 53.3 56.5 55.4 55.4 
Фра Бои Бос оо обоев 1.8 ПМ 1.6 1.4 1.1 ‘lal 1.0 0.9 0.8 
Public administration and defence 2.0 3:2 85 Sail 3.2 3:7 4.2 4.1 4.3 

Income from unincorporated enterprises? ... . 127 137 14.4 13.0 12.6 13.0 12.2 13.0 121 
Of which: Agriculture, forestry and fishing . 9.5 10.7 11.4 10.3 10.3 10.6 9.8 10.6 9.8 


Income from property received by households: 


Rentotidwellingsieeem yieeteet Ge cis 0 cn eee 4.6 0.5 0.5 : | y 3 0.8 
Interest (eee ree tes, по eM meres Bal 1.6 1.6 ea, iS) 1.5 1.6 1.6 1.8 
2.8 0.9 1.0 : х ! d 1.0 


Dividendsate are eRe оао 0.9 0.9 0.9 0.9 1.0 
All other income from property and entrepreneur- 

aie OF hepa. с 5 6 2 wo ob вона 30.1 30.8 28.6 29.8 25.1 32.0 29.2 29.2 29.9 
Government income from property and entrepre- 

MCUTSHID mar aE SAS Wage oe, edgy se cy aoe 1.2 1.0 1.4 7 1.0 0.9 1.0 1.1 i ee 
[esstinterest оп. the public:debt) 5 = = = 4 = = —1.9 -12 —12 —-1.1 —0.8 —0.9 —-10 —10 —1.2 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
National income in billions of kroner. .... . 4.58 1:22 lle 12.79 15.79 16.95 17.12 18.70 19.81 
Sources and methods : See Appendix В. @ Includes the income of independents in agricultural and in professional 


services only. 


Note. — In principle, stock appreciation is excluded from national д 
ь Ь Includes the income of other self-employed persons, the saving and direct 


income. 
taxes of corporations, and business rent. 
TABLE 23 
Sweden: Gross national product by distributive shares “ 
Percentages and billions of kronor 
1938 1948 1949 1950 1951 1952 1953 1954 1955 
Incomestromyem ployment. № о n ae 52.0 60.6 59.8 58.3 52.2 61.3 63.0 62.7 
Income from unincorporated enterprises. .... 13.6 14.4 14.7 15.0 14.3 14.2 13.9 13.4 
Income from property received by households? . . 5.0 2.4 2.4 2.3 1.9 1.8 1.9 2.0 
Savingrol Conporatlons;2)cm en anne 22.8 15:2 16.1 ИИД 20.0 15.8 13.8 14.3 
Government income from property and entrepre- 
NEUTSHIP Lae сес EE ee 22-1 1.9 2.4 23 Dal 2.0 233 95 
essuinteres onitnerpublicndc btm meme nt anna =h4 (07 16 | =16 лм 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Gross national product in billions of kronor. . . | 11.08 23.75 24.90 26.83 33.09 36.44 36.77 38.94 
Sources and methods : Зее Appendix В. а The constituents do not add to the total о national product on account of 
Note. — In principle, stock appreciation is excluded from national the “ regular residual”. See Appendix В 
product. Ь Including provisions for depreciation, maintenance and repair. 


С Before deduction of corporate taxes. 
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TABLE 24 
Switzerland: Net domestic product by distributive shares 


Percentages and billions of francs 
me 
1938 1948 1949 1950 1951 1952 1953 1954 1955 


Маре але аа не ee ise. 2 fe | 46.4 54.5 55.1 54.2 54.9 55.1 54.6 53.6 53.8 
Bmployersmcontioutionsems s 5 ... 2 4 959. 2.8 4.6 4.9 4.9 4.8 4.9 5.0 4.9 Sl 


Income from employment ..... . Par ner 49.2 59.1 60.0 59.1 59.7 60.0 59.6 58.5 58.9 
Income from unincorporated enterprises... . . 21.8 21.6 20.6 PAD, 20.7 19.7 19.8 20.3 ВО 
о С те. 7.0 Too) 6.4 ТЫ 6.9 6.1 6.0 6.6 6.2 
Corporate ргойва ..... и ; 8.0 7.5 7.4 7.5 > 8.0 8.2 8.8 8.7 
О ОО ВО а . . 4 «4 - 3.5 Я р DD я) 2.4 2.4 2.4 23 
Savill мог АИ ВА 2.0 2.9 DS 2.6 3.0 82 3.5 3.6 3.9 

а, да а ое ана в DBS) 245) 2.8 2.6 2.2 2.4 23 2.8 2.5) 

Е со о оно а р 10.4 6.6 6.8 6.8 6.7 6.7 6.7 6.6 6.6 
"ПО дд ae с Е 7.5 2.8 3.0 3.0 2.9 3.0 3.0 3.0 Bel 


Government income from property and entre- 
О о бр о FAO о а Bal 2.4 Pep) 25 2.5 22 2. 2.8 2.8 


100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


National income in billions of francs . ..... Seo ПИ) Шо ПЭ И В До а ee ome) 


Sources and methods : See Appendix В. b Excluding the excess of interest on the national debt over the imputed interest 


ae’ ee F ь of productive assets of the Federal Government. 
Note. — In principle, stock appreciation is excluded from national м р ti 
ЗЕЕ с Including the surplus of co-operative societies. 


а Excluding the surplus of co-operative societies. 


TABLE 25 
United Kingdom: National income by distributive shares 


Percentages and billions of pounds 


1938 1948 1949 19-01951 1952 1953 1954 1955 


Waresrandsesalaniesen) © 2 оо cos 2 ss 60.1 67.8 673 67.3 68.9 68.0 67.2 67.0 68.9 
Employersicontributions’ . < - =. 5 5-54. - 2.6 3.6 4.1 4.2 4.1 4.2 4.2 4.2 4.3 
income то етрюушеве о... 62.7 71.4 71.4 И > 73.0 DP 71.4 71.2 732. 
OpwiicneNsricultures.,, «<)- =o ie Я Dall PU) 2.4 2.3 Py) Dal Dall 
Public administration and defence 3h 7.4 1.2 al 7.4 es 8-2 7.0 6.9 
Income from unincorporated enterprises? ... . 12.9 11.9 11.9 11.2 10.1 10.5 10.2 10.0 9.7 
Income from property received by households . . 22.5 ie 10.7 10.9 10.1 10.3 10.4 10.2 10.6 
SayineeOncOnporationS есь. 3.8 4.8 3.3 4.5 55) 31 4.4 6.0 4.8 
Directataxes!on corporations. . . 5.5... . 1.9 6.2 7.6 TP 6.1 7.6 Meal 6.0 6.0 
1 roperty and entre- 
ee S| = yg 2 03 о 
Less interest on the public debt ........ aa: —60 571 -55 j—5:4 =5:6 56 95:3 6 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
National income in billions of pounds ..... 4.82 9.47 10.11 10.63 11.63 12.63 13.49 1448 15.23 
a пппппппппппппоппппрпппы 
Sources and methods : See Appendix B. а Before deduction of interest payments. 


Nore. — In principle, stock appreciation is excluded from national 
income. 
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Chapter IX 


THE DISTRIBUTION OF PERSONAL INCOME BY SIZE 


Two facets of the distribution of income have been 
studied in Chapters УП and VIII: the distribution of 
income by industry of origin and by factor shares. 
This chapter examines a third aspect of income 
distribution—namely, the distribution of personal 
income by size. Here the incomes of persons from 
work in any sector (including their incomes from 
property and from transfers) are grouped according to 


size for the economy as a whole, or for occupational 
and industrial sub-groups, and attention is focused 
on the inequality of incomes and the demographic 
and economic factors which tend to make personal 
income distributions more equal or less equal. In the 
first instance, incomes before tax will be considered, 
but the re-distributive effects of direct taxation will 
later be taken into account. 


1. INTRODUCTION: DEFINITIONS AND COVERAGES 


The Concepts of Income and of Income Recipient 


The definition of income and of the recipient unit 
is clearly of great importance in the interpretation of 
size distributions of income, and the choice of con- 
cepts would in theory depend very much on the 
purpose of the study undertaken. In practice, there 
is no choice but to accept the definitions used in the 
published material, which are derived almost ex- 
clusively from tax returns. The definitions depend, 
therefore, on the existing tax laws and differ not 
only from one country to another, but possibly 
also from one period to another in the same country. 
In none of the countries examined? does published 
information, or such supplementary information as 
could be obtained, make possible adjustments which 
would significantly improve the comparability of the 
data. 

The concept of income used is a fairly wide one, 
generally covering total income from all sources, 
less losses and expenses incurred in acquiring the 
income. Income is sometimes shown net of national 
insurance contributions; in other cases all types of 
insurance contributions are permissible deductions up 
to a certain maximum limit beyond which tax on such 
distributions is payable, and there is a special case 
(Denmark) where income reported is also net of all 
direct taxes paid, other than the state tax on income. 


1 The latter is true to the extent that the income shown is net 
of permissible allowances of one kind or another up to a maxi- 
mum limit and there has been a change in this limit over time 
or a change in the type of deductions allowed. 

2i.e., Denmark, western Germany, the Netherlands, Sweden 
and the United Kingdom. 


The data on the distribution of income after tax 
show pre-tax income minus taxes paid on income to 
the central government, except in the case of Sweden, 
where for the years 1935 to 1948 all direct personal 
taxes are deducted. 


The income concept used in the distributions for 
industrial and occupational sub-groups—referred to 
throughout this study as partial distributions—is the 
same as in the aggregate pre-tax distributions for the 
Netherlands and Sweden; in the case of Denmark the 
partial distributions show after-tax incomes only. 


As to the recipient unit, the combined income of 
married couples is everywhere counted as one income, 
except in the Swedish partial distributions, where 
married women’s earnings are counted separately. 
Dependent children’s earnings are counted with those 
of their parents in Sweden. In the United Kingdom 
and Denmark they are recorded independently, and 
this is also true of the pre-war Dutch distributions. 
In the German data and in the post-war data for the 
Netherlands, dependent children’s income from 
sources other than employment is counted with 
parents’ income, while income from employment is 
recorded separately. 


The Countries covered 


The coverage, in respect both of countries and of 
years considered, is far less satisfactory than in the 
preceding chapters. While in recent years there has 
been significant progress in a number of countries in 
the collection of data relating to size distributions of 
income, comparable information going back over a 
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period sufficiently long to lend itself to analysis—an 
early post-war or a late pre-war year—is scarce. 
Information of this type is available virtually only in 
tax returns.? In the case of most European countries 
the income covered by size-range data constitutes such 
a small part of aggregate personal income (as derived 
from national accounts estimates),* and the persons 
considered account for such a limited proportion of 
the earning population that they cannot be used as 
indicators of size distributions of income for the 
economy as a whole. 


Nor can tax data be relied upon to reveal the shifts 
which have occurred in the size distribution within a 
segment of personal income, because the extent to 
which the data are affected by changes in taxation may 
often be sufficiently important to obscure completely 
any real or non-statistical changes in the distribution. 


These shortcomings are so general in the available 
statistics of European countries that there are only five 
countries for which the data give a reasonably reliable 
indication of changes in the size distribution of 
aggregate personal income. These countries are the 
United Kingdom, western Germany, the Netherlands, 
Sweden and Denmark. For these five countries 
distributions relating to total personal income before 
tax and (except for Germany) after tax are here 
analysed. For the Netherlands, Sweden and Denmark 
the distribution of income by size within groups 
classified according to industrial attachment, occupa- 
tional status and other socio-economic characteristics 
will also be examined. 


The distributions compare the latest available year 
with an early post-war year and wherever possible a 
late pre-war year, but the years do not coincide for all 
countries.° 


Coverage in Respect of Income 


The data are far from satisfactory even for the five 
countries for which a comparison with a pre-war year 
is possible, since they are based essentially on tax 
returns and suffer in varying degree from many of their 


3 Population censuses and consumer surveys are important 
sources of personal income data in some countries. It is difficult 
to use this material, however, as the definitions adopted with 
respect to income and the income recipient usually differ impor- 
tantly from one Survey or census to the next. Also these defini- 
tions differ from those used in tax returns so that Survey or 
census material can rarely be used to improve the latter. 


4 Thus, for instance, in France, tax return data on size dis- 
tribution cover less than 20 per cent of total personal income, 
while in Italy there are no official data relating to size distribu- 
tion of income whatsoever. 


5 They refer for the United Kingdom to 1938, 1949 and 1955; 
for pre-war Germany to 1936 and for western Germany to 1950; 
for the Netherlands to 1939, 1946 and 1950, and with respect to 
partial distributions to 1946 and 1950; for Sweden to 1935, 1945, 
1948 and 1954, and for partial distributions to 1945 and 1954; 
for Denmark to 1939 and 1952, and with respect to partial dis- 
tributions to 1939, 1948 and 1953. 


limitations. The most serious of these shortcomings is 
that they cover a varying and unknown percentage of 
income recipients and of total income each year. It 
will be seen from Table 1 that from 15 to 20 per cent 
of aggregate personal income is left out in the distribu- 
tions shown; for Denmark the proportion exceeds 
30 per cent. 

The income omitted consists partly of income which 
cannot easily be attributed to income ranges, such as 
investment income of non-profit-making institutions 
and life insurance, superannuation funds, etc. Second- 
ly, there is income left out because of legal under- 
estimation on the part of the beneficiary, such as 
various types of imputed income ® (e.g. income in 
kind of domestic servants and farm labourers, con- 
sumption of own produce in agriculture, income 
imputed to owner-occupied dwellings, etc.). Fraudu- 
lent under-declaration is alsoimportant; the amounts 
involved are thought to be as high as 10 to 15 per cent 
of the total reported income, except perhaps in the 
United Kingdom.’ 

It is a general feature of the size-range statistics of 
all the five countries that they leave out these types of 
income,® and there is little information on which 
estimates of the magnitudes involved could be based. 
But it is certain that they account for the greater part 
of the 15 to 30 per cent gap between aggregate personal 
income and the total given in Ше statistical 
distributions. 

Finally, certain types of income, or the income of 
certain categories of recipients, are not taken into 
account. The importance of this factor varies con- 
siderably from one country to the other, depending on 
the tax laws and on the extent to which the basic data 
have been adjusted to bring in income omitted and to 
obtain comparability over time. From the detailed 
account of the coverage of the data for each country 


8 There are several other differences between valuation 
methods used in reporting income for taxation purposes and 
those used in national accounts estimates, which would make 
for discrepancies between the totals for personal income obtained 
from the two sources. Thus the treatment of depreciation 
generally differs, and the averaging over several years of income 
and losses which are permitted for taxation purposes in some 
countries may give quite different results from national income 
estimates, particularly for agriculture and other industries where 
small non-corporate enterprise predominates. Also capital gains, 
which are excluded in national accounting, are partly taken into 
account (e.g., in the Netherlands and Denmark) in income 
reported for taxation purposes. 


7 For estimates of tax evasion see Het Nationale Inkomen 
van Nederland 1921-1939, Centraal Bureau voor de Statistiek, 
Utrecht, 1948, p. 11 (Netherlands); N. Ussing, “ En fordeling 
af skatter og sociale ydelser i 1949 paa sociale grupper”, Socialt 
Tidsskrift, No. 7-8, 1953, p. 231 (Denmark); D. Seers, The 
Levelling of Incomes since 1938, p. 44 (the United Kingdom); 
and В. Bentzel, Inkomstférdelingen i Sverige, Uppsala, 1953, 
р. 63 (Sweden). 


a Except in the case of the Swedish data for 1935-1948, 
which have been adjusted to obtain a very complete coverage. 


The development since 1948 has been indicated by distributions 
giving taxpayers’ income only. 


given in Appendix В, it can be seen that in most 
countries income considered is net of expenses in- 
curred in acquiring the income, life insurance pre- 
miums and employees’ contributions to social security. 
Old-age benefits and relief, military pensions and 
similar receipts are also generally excluded, either 
because they are allowable in reported income or 
because the beneficiaries in most cases fall below the 
tax exemption limit. 

Other incomes below the tax exemption limit are 
included in the British, Swedish and Danish data only. 
For the first two countries, the basic data have been 
adjusted ® to obtain fuller coverage, while in Denmark 
the original tax records cover all income recipients 
down to the zero income level. In the case of western 
Germany and the Netherlands the incomplete coverage 


affects mainly income from sources other than depen-_ 


dent employment ; the German data have been 
adjusted to include wage and salary earners omitted 
in the wage tax returns, and in the Netherlands post- 
war tax returns on wages and salaries record incomes 
down to a very low level, while for pre-war years 
estimates are available of incomes below the exemption 
level earned by economically active persons. It is 
therefore only the aggregate distributions for Sweden 
in 1954 and the partial distributions for 1945 and 1954 
that completely ignore incomes below the tax 
exemption limit.?° 

There is no satisfactory way of dealing with the 
problem of the exemption limit. An adjustment of the 
data to cover only income above an exemption limit 
held unchanged in terms of constant prices removes 
only part of the problem, as the coverage of the data 
would change with changes in the level of real incomes. 
Any such adjustment of the exemption limit would in 
any case be a very arbitrary operation, because it 
would involve splitting up a usually very big lower 
group of incomes, the internal distribution of which 
is completely unknown. Moreover, tax exemption 
limits normally depend on the burden of dependants, 
and details about family size in taxation statistics are 
very scarce. 


Coverage in Respect of Recipients 


The coverage of the data is generally fuller for 
income recipients than for amounts of income, as is 
to be expected. The income recorded for taxation 


® For ‘Sweden, see Bentzel, Joc. cit. : for the United Kingdom 
the estimates are those of the Central Statistical Office. 


10 In Sweden the tax exemption limit in state taxation of 
income was roughly doubled by increasing permissible allow- 
ances between 1945 and 1954. The price rise over the same 
period was of the order of 50 to 60 per cent. It is likely, therefore, 
that the coverage of the partial distributions for Sweden has 
not increased, and perhaps even decreased in spite of price 
inflation. As far as the over-all distributions for 1948 and 1954 
are concerned, it should be noted that there was a decline in the 
number of incomes reported over this period. 
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TABLE 1 


Coverage of size-range data 


SR 


Coverage in respect of 


Country Year 
Amount of | Number of 
income а incomes В 
United Kingdom . | 1938 86 92 
1949 84 97 
1955 84 98 
Pre-war Germany . | 1936 ca. 80 At 
Western Germany . | 1950 ca. 80 80 
Netherlands .. . | 1938 85 1) 
1946 83 74 
1950 79 79 
Denmark .... | 1939 63 88 
1952 68 97 
Sweden) ys). 5 1935 ca. 100 100 
1945 ca. 100 100 
1948 ca. 100 100 
1948 | unadjusted 84 91 
1954 { tax returns 82 85 


Sources : See Appendix B. 


а Income covered in size-range statistics as percentage of total personal 
income as defined in national income statistics. 


6 Number of income recipients аз a percentage of the population aged 15 
and over, excluding married women. 


purposes is rarely the total of a person’s income, and 
certain types of income, such as that of non-profit- 
making institutions, cannot be allocated by size 
ranges. The degree of coverage as measured in 
Table 1 cannot, however, be expected to reach one 
hundred per cent 1? as it is clear that not every person 
aged fifteen and over (excluding married women) has 
a separate income. It is also evident that the inter- 
country and inter-temporal differences revealed in the 
second column of Table 1 reflect not only differences 
in the degree of coverage, but also the fact that young 
people go to work earlier in one country than in 
another and that activity rates of young persons 
change over Ите.13 Furthermore, the proportion of 
old persons having separate incomes varies between 
countries and over time. 


11 An alternative way of measuring coverage would be to take 
the total of income recipients reporting, plus their dependants, 
as a percentage of the total population. This can be done for 
the Netherlands and gives a coverage of 97 per cent in 1950. If 
the number of dependent children, the total of which exceeds 
the entire population in age groups below 19 years, is reduced 
by the number of persons below 19 years reporting separate 
incomes, the coverage for 1950 amounts to 93 per cent. 

12 The very full coverage of the Swedish data for the period 
1935 to 1948 results from the fact that the estimates (made by 
Mr. В. Bentzel) have been based on the assumption that the total 
of persons aged 15 and over, excluding married women, have 
separate incomes. 

13 See the SurveY for 1955, page 125. 
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2. THE INEQUALITY OF INCOMES BEFORE AND AFTER THE WAR 


In most north-western European countries total 
personal income, which includes transfers, is slightly 
larger than total national income, but the develop- 
ment in the two magnitudes has been very similar 
since the late pre-war period. Table 2 shows the 
trend of personal income per head at constant prices 
since before the war, and serves as a background 
against which the changes in the size distribu- 
tion of incomes must be seen. Attention will 
therefore be centred on the changes in real income 
between the years for which distributional data are 
shown. 


The country which experienced the most pronounced 
changes is Sweden, where personal income per head 
in 1954 may have been 80 per cent greater than in 1935 
(a year for which real income data are not available). 
Even since 1948 per capita real income had increased 
by 21 per cent, while the rise since 1945 (the year 
examined in the partial distributions) may have been 
as much as one-half. The increase in personal income 
per head in the United Kingdom and Denmark since 
before the war is more modest—14 and 7 per cent 
respectively—with a somewhat bigger increase since 
1948. 


In the Netherlands 1950 shows little improvement 
over pre-war, but the rise between 1946 and 1950 has 
been of the order of 25 per cent. Western Germany is 
clearly a special case, as national income per head 
in 1950 had only just recovered to the pre-war level. 
Marked progress has been made since then, however; 
per capita national income in 1956 was more than 
50 per cent larger than in 1950. 


TABLE 2 


Indices of real personal income per head 


1938 = 100 
Year tee ee a aes Denmark Sweden 4 

еее 96 уе 99 97 132 
TOA Seto ta 98 84 101 100 133 
ISB DES ee 100 94 99 102 isi) 
LOS Migs ters 100 104 99 99 141 
1952 Biogas дез 102 109 101 103 150 
TOSS eras. feet Ae 106 115 110 107 154 
1954 и 110 123 117 109 160 
LOSS Hee 114 135 126 


Sources : See Appendix В. 
а Data relate to national income; base year 1936. 
5 Base year 1938/39. 


Measuring Inequality 


Changes in the size distribution of income will be 
studied mainly with regard to changes in the relative 
rather than in the absolute distribution. This is 
desirable because the study is concerned with several 
countries and, for each country, with years separated 
by periods of marked price changes. Three problems 
will be examined: first, whether the distribution of 
income has become more or less equal over the period 
studied ; secondly, over which ranges on the income 
scale the most important shifts have taken place ; 
and, finally, how the position at the two extremes 
of the scale has changed. 


The degree of inequality is illustrated by means of 
Lorenz curves which show the percentage of aggregate 
income received by a given percentage of recipients 
arrayed by the size of their income. The degree of 
inequality is measured by the associated coefficient 
of inequality, which is the ratio of (a) the area between 
the Lorenz curve and the diagonal of fully equal 
distribution to (5) the area of the whole triangle 
under the diagonal. “ Maximum equalization per- 
centages ” have also been calculated which indicate the 
percentage of total income which would have to be 
transferred from higher to lower income ranges if 
complete equality were to be obtained. Higher 
coefficients indicate greater inequality. 


The well-known shortcomings of inequality coeffi- 
cients should be kept in mind in interpreting the data. 
The standard of perfect equality against which 
existing inequality is measured represents in no way 
a distribution which on economic, social or political 
grounds could be considered as an ideal or optimum 
one. The standard sets a clearly unrealistic distribu- 
tion, in which the criterion of equality applies to the 
unit on which the empirical distributions are based 
without making any allowance for inequality which 
would be justifiable or desirable when account is 
taken of age, experience, skill, risk and similar factors. 
Thus, in the case of the distributions which classify 
married couples’ earnings jointly and children’s 
earnings generally separately, the standard against 
which inequality is measured requires that the earnings 
of youngsters in part-time employment (in so far as 
they are included in the empirical distribution) should 
equal the total of income earned by married couples 
where both parties are in full-time employment. 


Furthermore, the fact that a completely equal 
distribution is used as a basis of reference means that 
the Lorenz curve and the associated inequality 
coefficient are highly insensitive to anything but very 
big changes in the distribution. Thus, significant 
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CHART 1 
Distribution of income before tax 


Lorenz curves 
UNITED KINGDOM NETHERLANDS 


> aa alae aie 3 Se 


0 50 400 0 | 50 5% 700° 
WESTERN GERMANY 


Sources : See Appendix В. 


Note. — Horizontally: percentage of income recipients 
with an income lower than X. Vertically: percentage of 
total income received by income recipients with an income 
lower than X. 
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TABLE 3 


Percentage distribution of total income before tax by decile and percentile groups 
a ee a 


Sources : See Appendix В. 
а Data are based on unadjusted tax records. 


improvements in the position of low versus high income 
ranges may take place with a movement of the curve 
towards the line of equality which would hardly be 
perceptible visually and with a reduction in the 
inequality coefficient of only a few percentage points. 
To overcome this disadvantage, and in general to 
bring out shifts over the income ranges which are 
difficult to read off the curve on the scale used, tables 
have been constructed showing the share of total 
income held by decile, and at the upper extreme of 
the distribution, by percentile groups. These income 
shares which have been derived from the curve are 
subject to rather large errors, since the number of 
known points on the curve is limited. Details on the 
distribution within the lower income ranges are 
completely lacking for most countries. 


Finally, it should be emphasized that in what 
follows no account is taken of changes in real incomes. 
It is only if price changes can be assumed to have 
affected incomes in all ranges in a similar manner that 
an unchanged inequality coefficient or a stable Lorenz 
curve can be interpreted to mean that the degree of 


inequality in the distribution of real income has not 
changed. 


Lorenz curves for the over-all distribution of 
income before tax in different years are shown for 
five countries in Chart 1, and Table 3 gives the asso- 
ciated measures of inequality as well as the percentage 
distribution over decile and percentile groups derived 
from the curves. Only for western Germany, Sweden 
and Denmark are the post-war curves distinctly closer 
to the line of equality than the pre-war curve. The 
shift is particularly marked in the Swedish distribu- 
tions for the period up to 1948, which might be 
expected in view of their very full coverage in respect 
of low incomes. The pre-war and the early post-war 
curve for the Netherlands intersect, while there is a 
clear movement in the direction of greater equality 
between 1946 and 1950.14 In the case of the United 
Kingdom all the three curves intersect. The levelling 
of income differences within the top third of income 


м The size distribution of income before tax for 1952 is 
practically identical with the one for 1950. 


United Kingdom и Netherlands Denmark | is 
1938 1949 1955 | 1936 1950 | 1938 1946 1950 | 1939 1952 | 1935 1945 1948 | 19484 1954 
Decile groups : 
meee | 1 1 Е 1.4 \ {2 ee 
А 72 24 ева | 
Desa 4 ye ПТО Ha 2 3 22 29 117.6 | бо f : 
ay ek. 4.3 оды РР eons 5. 
м ан ЕЕ | 4. ASAE? 150% 5.6%) 5.4 49° або ames 
о EE 700220 |) et ана. tien ew 6.7) Tile oe 
= sepa: Tae во | 85 9 80 85 | 88 | 67: 86 90 |900 
О С vie cle nal 550 11 83 93 98 | 90 106 | 90 106 114 | 106 10. 
ме 93. 108 f 7S | 17 12 | Ш Ио eee 
Cee A 120 ^145 144 414 14 | 138 147 1400 459 Г” бя по or eie ee 
ie Ва 380 33.0 29.3 1°39 34 |487 38.3. 3508] 376. Sor 39.5 341 305 0 
Total gwen’ 100 100 100 |100 100 |100 100 100 [100 100 |100 100 100 {100 100 
Percentile groups: 
Re И 40 44 5.3 50. | 45 53:2 46 | 480) 2052 = В Е ee 
пре Ube oe 45 49 Be Se Sa 53 557” 98. ео eee ee И 
Oh a at ie 67 “167 “66 | 69. 6513 31 69| 67. 66 tt Ou. =) о 
975-0875. . 6.1) 46 esgel ss. 3 64 48 50 44 55 ee В 
98.75-100 17712477891 157—124 1163 428 129 |150 ато ea oe 
АА 380 330 293 | 39.0 340 | 387 (83> 350 |376 -307.]1395 342 ЗОО 
Inequality coefficient . . | 0.43 0.42 0.41 | 0.49 0.45 | 0.48 0.50 0.45 | 0.50 0.44 | 0.54 0.48 0.44 | 040 0.3 
Maximum equalization 
percentage ..... 
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recipients appears to have been almost counter- 
balanced by the tendency towards a less equal distri- 
bution over the remaining ranges. Thus it is seen from 
Table 3 that the decline in the inequality coefficient 
and the maximum equalization percentage for the 
United Kingdom is of the order of two to three per- 
centage points only. 


Indices for the Netherlands also show that the 
degree of inequality may not have changed much since 
before the war. In a recent study by the Dutch 
Central Statistical Office,!® results were obtained for 
family incomes and for incomes of persons living alone 
which indicate a slightly greater reduction in the 
degree of inequality since before the war than that 
shown in Table 3. 


In all the five countries considered, the poorer half 
of the population received in post-war years from 
20 to 25 per cent of total income, the following 
20 per cent disposed of about 20 per cent of total 
income, while 25 to 30 per cent of total income was 
held by the eighth and ninth decile groups. The 
share of total income received by the lower seven 
decile groups has increased since before the war and 
the gain is relatively more important in the seventh 
decile than in the lowest six in the United Kingdom, 
western Germany and the Netherlands. The contrast 
between the development in the two groups is particu- 
larly marked in the United Kingdom, where, according 
to the estimates in Table 3, the share held by the 
poorest 60 per cent of the population has hardly 
changed. The relative improvement in the eighth decile 
is also a general phenomenon, while the position of the 
ninth decile has remained stable except in the United 
Kingdom, where its share in total income increased 
by more than 20 per cent. The percentage share 
in total income of the tenth decile has fallen 
everywhere; the proportion of income held by this 
group, which was not far below 40 per cent in all five 
countries in pre-war days, has declined to 30 per cent 
or less in the United Kingdom, Sweden and Denmark 
and to 35 per cent in the other two countries. In 
western Germany, Sweden and Denmark the top five 
percentile groups have all seen their relative position 
deteriorate; in the United Kingdom and the Nether- 
lands, on the other hand, there is no loss in income 
shares before one gets to the top three. 

The fact that these few per cent of top income 
receivers who have had their income shares reduced 


15 The pre-war series are, however, not strictly comparable 
with post-war data. The former include traders, farmers and 
other independent entrepreneurs with incomes below the tax 
exemption limit, while in the post-war distributions incomes 
below the tax exemption limit concern, by and large, only wages 
and salaries. This would imply that the distributions shown over- 
estimate the development made towards greater equality. 

18 Statistische en econometrische onderzoekingen, 4th quarter 
1956. The distribution of family incomes in the Netherlands in 
1949 and 1954. 


receive such a large proportion of total income means 
that the levelling of income observed in the total 
distribution is to a large extent due to these changes 
at the upper end of the scale. In fact, fully one-half to 
two-thirds 17 of the movement towards greater equality 
in the over-all distribution of income before tax is 
accounted for by the “ transfer” of income from the 
top five per cent to the remaining 95 per cent of the 
population. The remainder is due to a general 
levelling of incomes within the latter group. The 
tendency towards a more equal distribution within 
the top five per cent has been marked in all five 
countries, but is of limited importance in explaining 
the “reduction ” in the over-all inequality because of 
the low weight of this group. 


The Declining Share of the Top Income Ranges 


The sharp deterioration since before the war in the 
relative position of the upper few percentile groups 
in the distribution of income before tax has already 
been shown in Table 3. The top five per cent of 
income recipients have had their share in before-tax 
income reduced by more than 30 per cent in the 
United Kingdom and Sweden; in the other three 
countries the decline has been less striking but still 
important—ranging from 15 per cent in the Nether- 
lands and western Germany to 25 per cent in Denmark. 


Certain types of income payments—i.e., income 
from property—which have done less well than 
earned income since the pre-war period, tend to be 
relatively important in these upper income ranges. 
This is brought out by the figures in Table 4. It is 
seen that interest and dividend payments account for 
a much higher share of total income among the 
richest five per cent of the population than in other 
income ranges. Rent is also generally more important 
in very high incomes than further down the scale, but 
the difference is much less marked than in the case of 
interest and dividend payments. It is only in extremely 
high income ranges, however, that property income 
accounts for an important share of total income; in 
the upper five percentile groups the share is no more 
than about 15 to 20 in the Netherlands and the United 
Kingdom and very much smaller in the other two 
countries.18 


17 This has been estimated by comparing inequality coefficients 
obtained for three distributions in which it was assumed that 
the only change between the two years studied had been (a) the 
shift in income shares from the top 5 per cent to the bottom 
95 per cent of the distribution; (5) the reduction in relative 
inequality within the lower 95 per cent segment; (c) the 
reduction in relative inequality within the top 5 per cent segment. 

18 The very low figures for interest and dividends in western 
Germany result from the fact that few western German com- 
panies distributed any dividends in 1950, and where a dis- 
tribution took place it generally involved very modest amounts. 
The share of interest and dividends in total income assessed for 

(Continued on next page) 
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TABLE 4 


Investment income in selected income ranges 


Interest and R 
dividends ent 


Income ranges 


A Limits Limits in terms Percentage of total net 

in national of percentile eave, @ 

currencies groups 

United Kingdom 1949/50 (£) 

135-350 21-69 3.0 1.7 

350-500 69-88 733 1.6 

500-800 88—96.2 4.8 2.4 

800-1,500 96.2-98.6 13.8 4.2 
1,500-10,000 98.6-99.96 30.9 4.6 

10,000 and above} 99.96-100 59.5 3.0 
TOTAL 8.6 2.4 

Western Germany 1950 (1,000 DM) 

Below 3 Below 66 0.4 12 
3-5 66-90 0.5 9 
5-8 90-97.2 i 1.8 
8-12 97.2-98.8 4 72.3) 

12-100 98.8—99.98 25) 3 

100 and above 99.98-100 1 all 

TOTAL al 1.4 
Netherlands 1952 (1,000 FI.) 

Below 4 Below 76 1.9 1.4 
4-6 76-90 2.4 ils} 
6-10 90-96.8 4.8 2.0 

10-15 96.8-98.5 7.9 2.4 
15-50 98.5-99.96 14.7 225) 

50 and above 99.96-100 29.2 1.3 

TOTAL 5.9 1.6 
Sweden 1950 (1,000 Кг.) 

Below 7 Below 69 DS (Ze По 

7-10 69-89 ЕК =) 55) 
10-15 89-96.5 220 Gare) 2 
15-20 96.5-98.3 4.6 ( 1.9) 1.6 
20-100 98.3-99.97 6.4 ( 5.2) 2.9 

100 and above 99.97-100 ISS) (CS) 4.2 

ГОА 2.5 (11:0) 1.1 


Sources : United Kingdom: Ста. 8436, January 1952; Western Germany: 
Statistik der Bundesrepublik, Band 125 (1/1956); Netherlands: Statistisch 
Zakboek 1956; Sweden: Census of the Population in 1950, VII, Statistics on 
Income, 1956. 


а Income after deduction of losses, life insurance premia and other deductions 
allowed for tax assessment. 


b The figures in brackets relate to dividends earned on Swedish shares. 


It was seen in Chapter VIII that, wherever national 
accounts specify different types of property income 
going to households, the most significant decline is 
found in rents. Unless the distribution of rent in 
incomes of different sizes was significantly different in 


income tax (excluding income assessed for the wage tax) was 
nearly 10 times the 1950 level in 1938. The western German 
figures are not only very low in general when compared to the 
situation in pre-war years, but the distribution by ranges may 
also not be a reliable guide to the situation in more normal years. 


pre-war years from that shown in Table 4, the 
general decline in rental incomes would hardly be a 
very important factor explaining the reduction in the 
share of before-tax income at the disposal of the upper 
five per cent of income receivers. The same probably 
holds good for interest payments. Available statistics 
do not distinguish interest from dividends in different 
size groups of total income, but it seems reasonable to 
assume that interest payments alone would be less 
concentrated in top ranges than are dividends.}* 

So far as dividends are concerned, however, it is 
undoubtedly true that a reduction in the importance of 
this type of income must have worsened the relative 
position of the top income ranges. The proportion of 
profit distributed as dividends has in recent years 
(and particularly in the earlier post-war years) been 
much lower than in the late inter-war period in most 
countries, and corporate savings have generally 
increased substantially more than has national 
income.” If account were taken of retained company 
profits the deterioration in the relative position of the 
top income groups would be much less marked. 
Estimates made for the United Kingdom 21 indicate 
that the loss between 1938 and 1947 in the share of 
total pre-tax income held by the top five per cent of 
income recipients is reduced by one-half when undis- 
tributed profits are imputed to shareholders. It is 
unlikely that the effect of such an adjustment would be 
of the same order in the other four countries considered 
here. Dividends are a less important source of income 
in top income ranges, and the decline since before the 
war in the proportion of profits distributed as dividends 
appears to have been more moderate in these countries 
than in the United Kingdom—factors which may partly 
explain why the top income ranges have fared better 
in these countries than in the United Kingdom. 
Sweden is an exception to this; the deterioration in the 
relative position of top income-groups there appears 
to have been even more pronounced than in the United 
Kingdom. 

Little is known statistically about the extent to which 
the decline in the upper group shares may reflect a 
more widespread tendency towards tax avoidance and 
tax evasion. The high taxation of income in post-war 
years has certainly increased the inducement to with- 
hold income from assessment, whether this takes the 
form of fraudulent under-reporting on the part of the 
taxpayer, of large expense accounts and compensa- 
tions in kind to business executives, or of transfers of 
income-earning assets to other members of the family 


a The Swedish figures for dividends only in Table 4 confirm 
this; it is seen that property incomes other than rent and divi- 
dends are relatively much less important in high than in low 
income ranges. 


i See the Survey for 1955, page 95, and Chapter VIII of 
this SURVEY. 


*1 Dudley Seers, The Levelling of Incomes since 1938. 
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with a view to a more favourable tax treatment.22 
The incentive and opportunities for under-reporting 
are certainly more important in top income groups 
than in other ranges; but income is withheld from 
assessment also in the other ranges. There is no evi- 
dence that the tendency towards under-reporting has 
increased more in top ranges than among farmers, 
traders and other self-employed persons with more 
modest incomes, and it seems improbable that the 
improvement in the efficiency of assessment since 
before the war should have affected top income groups 
less than other income ranges. However, the com- 
pulsory registration of bank deposits, bonds and shares 
and the special declaration of property imposed in 
many countries immediately after the war seems to 
have made possible a more complete assessment of 
property incomes, particularly in income ranges 
below the top of the scale.** 

Expense accounts, payments in kind and pension 
arrangements may have grown faster than income since 
before the war, as their attractiveness has increased 
with the increased burden of taxation, particularly at 
high income levels; and this may account for some of 
the fall in the share of the top income groups in before- 
tax, and of course still more in after-tax distributions. 
The transfer of income-earning assets to other mem- 
bers of the family under the impact of high income 
taxes and steeper death duties may have further 
contributed to the thinning of the ranks of the upper 
percentile groups. In countries where capital gains are 
not taxable it may also pay to incur current losses on 
some activities to be offset against income from other 
sources in the expectation of future capital gains. 
None of these factors is statistically measurable, but 
their joint contribution—together with the practice of 
retaining a greater proportion of profits and the control 
of rents in some countries—may explain part of the 
sharp decline in the income share of the higher income 
brackets. 


Demographic and Economic Influences on Income 
Distribution 


While it is known that the level of a person’s income 
depends on a complex of widely different factors such 
as his age, sex, education, occupation, industrial 


22 The latter may be a factor of some importance in explain- 
ing the big reduction (15 per cent) of the income share of the top 
five percentile groups in Sweden between 1948 and 1954. The 
raising of the tax-free allowance in property taxation from 20 to 
50 thousand kronor over this period appears to have encour- 
aged a not inconsiderable spreading of assets. 


23 Thus, for instance, in Denmark such a special declaration 
was imposed in the summer of 1945. The number of persons 
reporting net worth increased by nearly two-thirds between 1944 
and 1946 and, over the same period, the share of total net 
worth held by the top four percentile groups fell from 64 to 53. 
Cadastral values of land and buildings were revised in 1945, 
but it is believed that this revision has had only limited influence 
on the distribution of personal wealth (see K. Bjerke, Changes 
in the Danish Income Distribution 1939-52, pp. 56-58). 


attachment, place of residence and the like, it is clearly 
not possible to isolate and measure the relative impor- 
tance of each of these factors in determining the level 
of his income. Nor can the inequality found in an over- 
all distribution be split into component parts attri- 
butable to specific demographic, social or economic 
factors, or the extent to which a change in any 
one of these factors has contributed to the shift 
towards or away from greater equality be quan- 
titatively determined. An analysis of this type would 
require extremely detailed statistics on income 
by size, permitting the over-all distribution to be 
divided up into distributions for groups classified 
by age, sex, occupation, etc. In order to bring out 
the effect of a shift it would be necessary to establish 
distributions eliminating all factors other than the 
variable considered. Thus a shift in industrial attach- 
ment would be studied on the basis of size distributions 
relating not to the income of all persons in the indus- 
tries considered but to persons of a given age, sex, 
marital status, occupation, with a certain level of 
education and experience, living in an urban or rural 
area of a certain size.24 The published statistical 
material is in no way detailed enough to permit an 
analysis along these lines. In fact, all that can be 
attempted here is to consider some of the main changes 
which have taken place in the demographic, social and 
economic characteristics of western European societies 
since the pre-war period and to suggest in broad terms 
the direction of the changes they may be expected to 
have produced in the over-all distribution of income. 

Official data on income distribution within socio- 
economic groups have been brought together and uti- 
lized to indicate the relation between income, on the 
one hand, and age, occupation, etc., on the other. 
These data relate to the Netherlands, Sweden and Den- 
mark, and it is only for Denmark that they go back to 
the pre-war period. They are all derived from non- 
adjusted tax records and suffer from the shortcomings 
mentioned above, which are often more serious in the 
partial distributions than in the over-all distributions. 
Thus, in the case of the Netherlands and Denmark, 
where the income unit consists of jointly assessed 
couples and single persons, the total of earnings of a 
married couple are attributed to that industry and 
occupation from which the husband derives the major 
share of his income. The Swedish partial distributions, 
however, consider married women’s earnings sepa- 
rately from those of their husbands. 

The great bulk of income earners is accounted for 
by economically active persons, and attention will 
therefore be turned first to the changes which have 
taken place in the size and composition of the labour 


24 Ног studies of such factors see Studies in Income and 
Wealth, Vol. XIII, and the results of sample surveys in the United 
Kingdom in the Bulletin of the Oxford University Institute of 
Statistics, Vol. ХУ. 
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TABLE 5 


Changes in the composition of populations 


Percentages 


Active population 


Population aged 


Married women 


65 and below 65 as a per- 


0-15 


Country Year as a percentage of over centage of total 
total population women aged 15-65 
as a percentage of 
total population 
United Kingdom 48 а 21.5 8.9 54.85 
48 а 23.1 11.4 65.6 < 
Western Germany... . 50 23.1 9 60,7 
46 23.6 9:3. 58.7 
Мешенап а и ыы Е 41 28.5 6.8 SpE) 
42 30.0 8.4 64.3 
Denmark#ene es + ee 51 24.0 7.8 58.9 
48 26.3 9.1 65.1 
Sweden si daa № ых. 47 20.4 9.4 53.3 
44 23.4 10.2 63.7 
Sources : See Appendix B. Ь 1931. 
а The data relate to Great Britain; the pre-war year shown is 1938. с 1951. 


force. These shifts are common to most western 
European countries, although they vary in intensity 
from one country to the other. Thus, demographic 
developments (the ageing of populations and increasing 
marriage and birth rates) have tended to reduce the 
share of the total population engaged in economic 
activity. On the other hand, the progress made towards 
full employment has raised the proportion of econo- 
mically active persons in employment. The occu- 
pational and industrial shifts which have taken place 
within the labour force have already been described in 
Chapters VII and VIII; the most common being the 
shift away from agriculture and domestic services into 
manufacturing industry, trade, public services and 
other service trades. 


The figures in Table 5 show that the increase in 
the number of economically active persons between 
pre-war and post-war census years has in most 
countries been proportionately smaller than the 
increase in the total population. This is mainly due 
to the relative decline of the population in the age 
groups which supply the large bulk of the labour force 
(15 to 65 years). Furthermore, the lengthening of the 
period of education both at the primary and at the 
secondary stage, and the extension of public and 
private schemes providing for old age have tended 
to reduce activity rates at both ends of the working 
life. The increase in marriage frequency and the 


relative decline in the number of single women have 
been only partly offset by the higher activity rates of 
married women which can be observed in most 
countries. 


Income of inactive people—a very heterogeneous 
group—is generally lower and more unequally 
distributed than income of economically active 
persons (see Table 8). At first sight, therefore, it 
seems that a relative decline in the active labour 
force would tend to increase inequality in the distribu- 
tion of income. However, if one considers more 
closely the impact of these demographic changes, 
this appears not to be the case. The relative decline 
in juvenile employment has undoubtedly had an 
equalizing effect, since it has reduced the weight of the 
bottom income ranges. Availabie statistics do not 
distinguish the age groups which have been most 
affected (probably those below 16 years of age), but 
the predominance of very low incomes in the age- 
income distributions of persons up to 21 years is clear. 
Thus, in Denmark in 1939 and in the Netherlands 
in 1950, fully 80 per cent and 95 per cent of persons 
below 18 and 21 respectively bad incomes falling 
within the lower three decile groups of the over-all 
distributions. 


The shift from single to married women in the labour 
force is also a factor that may have contributed to the 
greater equality found in the over-all distributions. 
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TABLE 6 


Data indicating the effect of married women’s income on the distribution 
of income in Sweden in 1954 


И 


Income ranges (thousands of kronor) 


ИН 9 т, зом ооо о | gr 

Men having wives reporting separate income, 

as а petcentage of totalmatnedmen. ...| 71 45 25 23 28° 27 33. (37°37 37 м 30 30 34 
Wife’s income as percentage of husband’s in- 

come, by ranges of husband’s income. . . |333 126 94 75 64 52 45 42 38 34 29 26 16 36 
Percentage distribution of married women by : 

ВЕЗЕТ hee ee 3913 53) 8 7 7 5 3 2 3 2 1 1 | 100 
Percentage distribution of married men by : 

mcomesrangcs “tere Sree. St Fs Пя 2 3 4 4 5 6 о IP 1 19 2 if 6 | 100 


Percentage distribution of jointly assessed 
couple, by ranges of their individual incomes | 23 8 6 


Percentage distribution of jointly assessed 
couple, by ranges of their jointincome. . . 1 1 2 


5 5 6 И 8 Ш 7 В 3 | 100 


3 2 3 4 к) у ю 2 м юм 


Source : Tax Assessments and the Distribution of Income and Property, Assessment Year 1955, Stockholm, 1956. 


The tendency of married women to take paid employ- 
ment is particularly widespread where the income of 
the head of the family is low, and distributions which 
consider the joint earnings of married couples as one 
income would therefore tend to become less dispersed 
as the proportion of married women rises, since this 
reduces the relative importance of very low income 
ranges and, in general, raises other below-average 
incomes. The opposite effect could be expected in 
distributions classifying married women’s earnings 
separately, such as the partial distributions for Sweden. 


The importance of this factor should not, however, 
be exaggerated. The only country for which it is 
possible to study the effect of married women’s 
earnings separately is Sweden, and here the degree of 
inequality in the over-all distribution classifying 
married women’s earnings separately is found to be 
practically the same as the inequality contained in a 
distribution with joint classification (the coefficients 
being 0.384 and 0.376 respectively). It will be seen 
from the second row of Table 6, relating to Sweden, 
that the tendency of wives to take paid employment 
is particularly high in the two lowest ranges of married 
men’s income. There is a sharp decline in this tendency 
as one goes from very low income ranges into ranges 
where young households predominate, and where 
married women leave the labour force because of 
increased family responsibilities. There may be a 
return of married women to the labour market as one 
goes a certain distance up the scale of married men’s 
income—and hence perhaps of their average age. 
The fact that the number of married female income 
recipients is rather important in fairly high income 


groups (from 8,000 to 15,000 kronor corresponding 
to the 6 to 9 deciles in the over-all distribution) is 
partly explained by the fact that married men pre- 
dominate in these ranges, and partly by the separate 
recording of income from property of women married 
to men in the higher income groups. This may out- 
weigh the equalizing effect at the lower end of the scale, 
where the tendency of women to take paid employ- 
ment is more widespread and their contribution to the 
family income is more important, but where the 
number of married men is relatively smaller. 


In a distribution with joint classification, the in- 
comes of married men are generally higher and more 
equally distributed than those of unmarried men— 
a result both of the wife’s earnings and of the higher 
age of married men. 


The non-linear association of age with income is 
well known and is illustrated in Table 7 for male 
income recipients in Sweden and the Netherlands. 
Average incomes rise sharply at first, more slowly 
later, up to the age of 40 or 50, and then begin to 
decline being somewhat below the average in the 
groups of retirement age. 


While there is little clear evidence that people tend 
to retire earlier today than in the late pre-war period, 
the process of ageing has increased the relative weight 
of the retired population. Available statistics—none 
referring to a pre-war year—are a particularly poor 
guide to the income distribution of the retired popula- 
tion, since they ignore rentiers and pensioners with 
very low incomes. Distributions for retired persons, 
nevertheless, show clearly the predominance of low 
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TABLE 7 
Average income of men in different age groups ° 


Indices—Average income of all men = 100 


Sweden 1951 Netherlands 1950 


Age-sroup А Agegroup АУ 
Below 17 в. 29 Вот... 2 26 
9 о ооо OO У зы 52 
26-30 . 96 26-29 Бы 82 
31-35. 113 30-39.... 109 
36—40. 115 оо Е 
41-45. 120 50259 о 1 
46-50. 120 60264 соо 24. 
51-55. 116 65—60 1 106 
ВИ ое ШБ 7079 к. 89 
6167 eee tS 80 and above. . 74 
68 and above. . TZ 


Sources : Sweden: Census of the Population т 1950, VII, Stockholm, 
1956; Netherlands : Jnkomensverdeling 1950, Utrecht, 1954. 


@ The data are based on joint classification of married couple’s income. 


incomes and a greater dispersion than in the distri- 
butions both for active persons in general and for 
non-retired persons in corresponding age groups.” 
The prevalence of pensions, interest and similar kinds of 
fixed incomes would—in a period when the price level 
rose steeply—certainly have caused a deterioration in 
the position of the retired population were it not for 
the extension of social security programmes providing 
for old age and the rapid spreading of pension systems 
in the private sector. Both these developments must 


25 This is illustrated by the following data relating to after- 
tax incomes in Denmark in 1939: 


Inequality Average income 
coefficient (Thousand kr.) 
Non-active persons aged 60 and over. . . aby 13 
All persons aged 60 and over. ..... Rol De 
Total income recipients, all age groups. . 47 2.3 


have improved the position of this group and reduced 
income differentials within it. The reflection of this 
development in the statistical distributions is not, 
however, clear. There may have been an apparent 
increase in inequality to the extent that higher trans- 
fer payments have raised the income of elderly persons 
sufficiently to bring them into the statistics, where they 
would increase the weight of very low income ranges. 


While it is difficult to be precise about the combined 
effect on the over-all distribution of income of the 
demographic changes considered above, it would seem 
that they tend, on balance, to reduce rather than 
to increase the degree of inequality in the type of distri- 
butions under consideration. Moreover, the implica- 
tion of changes in the relative share of the labour 
force in the total population has probably been of 
secondary importance as compared with the effects of 
changes in the proportion of the labour force engaged 
in full-time activity. The change from a situation of 
considerable unemployment before the war to one of 
full employment must be regarded as an important— 
though not statistically measurable **—factor in 
explaining the tendency towards a more equal distri- 
bution of before-tax incomes since the pre-war 
period.?? 


2в On the whole, the coverage of the data in respect of the 
income of unemployed appears to be fairly complete. Even 
where a reduction in unemployment would increase the coverage, 
however, one would expect an equalizing effect, as the relative 
importance of mass incomes would increase. Where full account 
is taken of the unemployed there wouid be the additional effect 
of a decline in the importance of very low incomes. 


27 One can hardly talk of full employment in western Germany 
in 1950, and there was some unemployment in Denmark in 
1952; but, at least in the latter country, the employment situation 
was more favourable than in the pre-war year considered in the 
distributions. Unemployment in Denmark fell from 12.5 per 
cent in 1952 to 9.2 and 8.0 per cent in 1953 and 1954, but the 
over-all distribution of income after tax is practically identical 
for the three years (a before-tax distribution is not available 
for 1953 and 1954). 


3. DISTRIBUTIONS OF INCOMES BY INDUSTRIAL SECTOR AND BY OCCUPATIONAL STATUS 


Apart from demographic factors, changes in the 
economic and social structure of an economy are 
bound to influence the size distribution of incomes. 
The previous two chapters analysed some of the 
changes in the composition of industrial output and 
in factor shares. But the income originating in an 
industry, or the share of a sector’s income accruing 
to factors of production, is not uniquely related to the 
personal income received by people attached to that 
sector. A person may receive income from activities 
in different sectors or combine different factor func- 
tions (e.g., paid employment and ownership of 
assets). The distribution of income generated in 


industry or accruing in the form of factor payments 
is, therefore, not the same as the distribution of per- 
sonal incomes of people attached to an industry or 
representing one specific factor of production (e.g., 
an occupational skill). 

Although the statistical data are far from being 
detailed enough to permit a serious analysis of the 
implications of industrial and occupational changes, 
it is nevertheless of interest to see how the distribution 
of income varies with the industrial attachment and 
occupation of the recipient, to examine whether 
recent changes have been towards greater equality 
in the income distribution within these groups, and 
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TABLE 8 


Coefficients of inequality and average income in partial distribution 
ЕЕ Se New eee ee 


COEFFICIENTS OF INEQUALITY 


AVERAGE INCOME 


(average income for all recipients = 100) 
Netherlands Denmark а Sweden Netherlands Denmark Sweden 
19465 19506 | 1939 1948 1953 | 1945 1954 | 1946 19505] 1939 1948 1953 | 1945 1954 


еее 4. GSP. 48 44 
Wage and salary earners . 
self-employed, —m, ....« 

Manufacturing® ..... 
Wage and salary earners . 
self-employed %.54).-<). 

И... 
Wage and salary earners . 
Self-employed ..... 


Liberal professions 


107 В 15 75 88 98 81 83 


87 90 С) 2 109 111 114 


12925 БЫ 49 ee 131 104 


1044 1154) 189 150 146 | 202 194 


Di 90 87 82 81 88 89 


Total wage earners е . 
Males meee с ss 


ое See 


ales Mees, “QO 


Males о ne 


79 Ul 85 85 107 104 


PAN 174 149 151 


170 ТЕ БЕ ИМ (gies) 


76 65 53 55 55 56 


Total males 
ое о 


113 116 116 115 117420 
52 58 57 56 63 61 


otalirecipientsi... .:.... 41 


Sources : See Appendix B. 


@ The data relate to income after tax. Administrative, technical and clerical 
personnel are not allocated to the industrial sectors, but included under the 
group “ other ”. 


b The details by occupational status relate to 1952. Salary earners include com- 
pany directors and persons in public services only; other salary earners are 
included with wage earners. 


whether industrial and occupational changes have 
influenced the degree of inequality in the over-all 
distribution. 

Coefficients of inequality have been calculated for 
the four industrial sectors which it is possible to 
distinguish—namely, agriculture (including fishing, 
hunting, etc.), manufacturing, trade and the liberal 


с Includes building for Sweden. 


d Includes public services and miscellaneous services. For liberal professions 
proper the coefficient of inequality in 1952 is .52 and the index of average 
income 297. 


е Salary earners are included with wage earners in Sweden, 


professions, in three countries (Denmark, Sweden and 
the Netherlands). Wage and salary earners, self- 
employed and non-active persons have been shown 
separately wherever possible. The results are given 
in Table 8, which also indica es the level of average 
income per recipient in each gro: p. As mentioned in 
Appendix B, the Dutch and Swedish distributions 
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cover all persons engaged in the industries distin- 
guished, whereas the Danish data for agriculture, 
manufacturing, trade and liberal professions exclude 
technical, administrative and office personnel. These, 
which in the basic statistics are given as a separate 
group without details of industrial attachment, have 
been included under “ other industries ” in the tables. 
In interpreting the Danish data, it should be kept in 
mind that they relate to incomes after tax. The 
distributions for the three countries are therefore not 
strictly comparable. 

The pattern of distribution varies considerably 
from one industry and occupation to another. In all 
the three countries shown, income of persons engaged 
in agriculture and manufacturing is much more 
equally distributed than income of persons in trade 
and the liberal professions, the difference being 
particularly marked in the two Scandinavian countries, 
where, in post-war years, inequality coefficients for 
the liberal professions are two-thirds higher than 
those obtained for manufacturing. The differences 
between occupational groups are less striking, although 
in all three countries income of wage and salary 
earners is clearly more evenly distributed than that 
of the self-employed, and generally also more evenly 
than that of non-active persons. The more unequal 
distribution of self-employed persons’ income is also 
apparent in the industrial sectors shown for Denmark. 
In Sweden, however, this is true only of manufacturing 
industry ; in agriculture and trade wage and salary 
incomes are just as unevenly distributed as those 
of self-employed persons. 

The coefficients indicate that the tendency has on 
the whole been towards a levelling of incomes in the 
Netherlands and Denmark, particularly so in the 
latter country where the period considered is longer, 
and the data relate, it must be remembered, to after- 
tax incomes. In Sweden the situation has not changed 
much in the four industrial sectors shown, but in each 
sector there has been some levelling in self-employed 
persons’ incomes. No such tendency is apparent for 
wage and salary earners in Sweden, and in Denmark 
the movement towards greater equality has been on 
a much smaller scale for this group than for self- 
employed persons. In both countries income diffe- 
rentials among agricultural workers appear to have 
increased over the periods studied. 

The movement towards greater equality is more 
clearly seen when occupational groups are dis- 
tinguished by sex. It is only in the case of female 
wage and salary earners in Sweden that income 
differentials have increased. Women’s income is 
clearly more unequally distributed than men’s income 
in Sweden, while in Denmark and the Netherlands 
—where married women’s earnings are joined with 
those of their husbands—there is little difference 
except in the case of self-employed persons in Denmark. 


It goes without saying that the coefficients shown in 
Table 8 in no way indicate anything about the 
relative level of incomes or changes in this level. 
It can be seen from the second part of the table that 
income per head varies substantially between groups 
having the same inequality coefficient, such as agri- 
culture and manufacturing in Denmark and the 
Netherlands, and employed and self-employed persons 
in trade in Sweden. In every sector the level of income 
of wage and salary earners is below that of self- 
employed persons, and this difference is substantially 
bigger in Denmark 28 and the Netherlands than in 
Sweden. Income of women is everywhere considerably 
below that of men, and except in the Netherlands non- 
active persons have relatively very low incomes. 


In all the three countries the level of income in 
agriculture and manufacturing has increased relatively 
to total income, while trade and—in the Scandinavian 
countries liberal professions—have lagged behind. 
In the Netherlands, persons in liberal professions and 
public and miscellaneous services have seen an 
inprovement in their income between 1946 and 1950 
which is bigger than that recorded in either agriculture 
or manufacturing. Except in agriculture the position of 
employed persons in Denmark has improved since 
before the war in relation to the self-employed. Wage 
and salary earners in Sweden do not appear to have 
benefited more from the post-war improvement in 
incomes than have the self-employed. In both coun- 
tries income differentials between men and women have 
tended to widen rather than to narrow over the 
periods studied. The relative income levels of non- 
active persons appear to have deteriorated in both 
Sweden and Denmark.”® 


The Interrelation of Partial and Over-all Distributions 


This analysis has so far shown how income is 
distributed with varying degrees of inequality within 
groups of persons belonging to different industries 
and occupations ; and it has also shown that within 
most of these groups income differentials have tended 
to decline, or at least not to increase, over the periods 
considered. The manner in which these changes 
between and within groups are reflected in the over-all 
distribution is suggested by the data given in Tables 
9 and 10. 


28 If technical, administrative and office personnel could be 
included under their respective industries in Denmark, the 
difference between the average income of wage and salary earners 
and self-employed persons would be smaller, particularly in the 
case of manufacturing. 


2 The comparability of the Swedish data relating to non- 
active persons is probably not very good; the coverage in respect 
of non-active persons, and particularly women, appears to be 
much fuller in 1945 than in 1954, and to that extent the figures 
in Table 8 exaggerate the improvement in per capita income 
for. the group as a whole. ен 
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TABLE 9 


Percentage distribution of income recipients in each decile group 
according to the recipient’s branch of activity 


Deci 
Total ecile group 


I II ш IV № УТ WAGE» МИ < x 
Netherlands 
1946: Agriculture . о НЕ 14.3 13 16 15 16 11 12 16 19 
Manufacturing ®e. . 0 =e. ; 27.8 30 31 29 28 31 30 21 16 
Trade ee et A .. 11.5 10 11 11 10 11 11 14 18 
Liberal professions? .... , 12.9 12 12 12 11 12 14 16 14 
О. SEES 35 30 33 BS 35 33 33 33 
Е Sa SS ——— ——— 
1950: Agriculture . Е а eae 12.0 8 11 13 11 10 13 20 
Manufacturing’ р... NY 31.4 35 30 34 36 37 27 18 
Trade ee Ei, = RE 12.0 11 11 11 10 11 13 19 
Liberal professions ..... 10.2 8 10 8 8 10 17 14 
ОО оао he ни 34.4 38 38 34 35 32 30 29 
Denmark 4 
1939: Agriculture . и, sae 23,5 9 12 РТ 49 48 32 25 16 11 a 
Manufacturing =. |... 23.0 15 9 13 16 16 26 36 38 40 24 
Тгаде ое eee 7.9 5 3 4 6 7 9 9 10 10 16 
Liberal professions ...... 2.9 5 1 1 1 1 2 2 2 3 8 
Ве... в. ... 42.7 66 16 55 28 28 31 28 34 36 45 
1953: Agriculture Vee ae ere ae 19.7 8 11 16 27 36 28 22 18 18 13 
Manuracturing, о... 22.2 8 7 10 15 22 29 35 38 34 24 
В 9. 9. sm. ИЗ 3 3 4 6 И 8 8 8 8 18 
Liberal рго{е531005,. . 4)... = 3.4 8 24 2 2 7 2 2 2 2 10 
Е tae 47.4 73 И! 68 50 33 33 33 34 38 35 
Sweden 
О ИО . : ss 2 fos os 19.4 12 26 28 28 Zi 23 17 12 11 10 
Manufacturing and building . . 32.6 10 15 22 30 39 40 47 48 46 32 
Е гус 12.2 5 9 12 13 12 12 12 12 13 22 
Liberal professions ...... 54 32 36 42 49 48 46 47 .38 .42 1.62 
тор о же я 352 73 50 38 29 22 25 24 28 30 34 
EY OM as tele) Е аа 15.8 12 19 22 24 op 19 13 9 9 8 
Manufacturing and building . . 35.0 19 18 24 30 34 39 45 51 51 39 


Sources: See Appendix В. 


Norte. — The table should be read as follows: Denmark 1939—of the 
total number of income recipients 23.5 per cent were engaged in agriculture. 
Of the poorest 10 per cent of the total population 9 per cent were in agriculture, 
15 per cent in manufacturing, etc. 


The proportion of agricultural income recipients in 
very low income ranges is relatively unimportant ; 
its importance increases sharply in the middle decile 
groups, and there is a marked decline as one gets to 
the top ranges (except in the Netherlands, where 
persons in agriculture are strongly represented in the 
upper decile groups). The distribution of income 
recipients in manufacturing follows a similar pattern, 
except that the income ranges where recipients are 
most heavily concentrated are higher than in the case 
of agriculture. For the trade sector all the six distribu- 
tions have this in common—that a relatively large 


а Includes public services and miscellaneous services. 

Ь Data relate to income after tax. Persons in administrative, technical and 
clerical positions are not allocated to the industrial sectors, but included 
under the group “ other industries ”. 


number of incomes are found in the tenth decile group. 
Otherwise the pattern varies : in Denmark there is 
a fairly continuous increase in the importance of 
recipients as one goes up the income scale, in Sweden, 
income recipients are fairly evenly distributed from 
the third to the ninth decile, while in the Netherlands 
the distribution appears to be very even over most of 
the income range.®° The number of income recipients 


30 The fact that most of the Dutch distributions appear to be 
very even in lower income ranges is, of course, partly due to 
the fact that a detailed distribution cannot be constructed for 
these ranges. ‘ 
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TABLE 10 


Percentage distribution of income recipients in each decile group 
according to the recipient’s occupational status 
Se Ва ВИ АИ ИЕ а 


Decile group 
ri i п Iii IV У УТ У ВУ IX x 
Netherlands —— 

IOSD MNES CHES ее 68.0 76 70 72 73 74 77 70 59 [ 
Salary earners 4 3.4 1 7) 7) 3 — 2) 6 
Self-employed .... . 18.6 12 14 16 17 5) 20 30 53.5 
Мопс и 10.0 18 17 12 9 6 4.5 5 5 6.5 

——— 
Denmark 2 я 4 

19592 a Wiace.calners mar anne, 49.6 445 54 65:5) 65 58 47 44.5 48 46 22 
Salary earners 11.4 3.5 8.5) 15 4 5) 9 13 15 23 : 34 
Self-employed 25.0 16 11 14 21 28 35 34530 26.5. 37 
INON=aCtiviel пе. 14.0 36 Cie lig) 10 9 9 8 7 4.5 7 

1953: Wage earners 46.9 SEs). 5 46 54 52.5 36 61 AT 5 5 27 
Salary earners 13.8 3:5 3 4 7 9 17 15 PAE) в, gp 33 
Selfemployeda.a aes) e 22.0 15 6 7 14 25 34 20 2951934594558 
№ опаснее поели 17.3 28 40 43 25 13.5% 113 4 3:5 Bes 2 

Sweden 

1945: Wage and salary earners 66.6 28 51 62 69 ИЗ 75 по 81 79 68 
Self-employed 16.4 8 13 17 18 19 18 16 14 16 25 
О о а оо ры 17.0 64 36 27 13 8 ff 5 5 5 Я 

1954: Wage and salary earners 73:7 62 57 66 70 15 79 84 86 83 73 
Са 65 бов 13.9 6 9 14 18 18 15 13 li 14 22 
INON=aCtiVe™ cae 12.4 52 34 20 12 7 6 3 3 3 5 


Sources : See Appendix В. 


Note. — For interpretation of this table, see note to Table 9. 


а Includes company directors and persons in government services only; other 
salary earners are with wage earners. 


in liberal professions is relatively important in the ninth 
or tenth decile group in all the six distributions shown 
in Table 9. The heavy weight of income recipients in 
the bottom decile group in Denmark is due to the 
inclusion under liberal professions of students with 
income largely from part-time employment. The 
percentage of income recipients in the sector “ miscel- 
laneous industries ” is very high in low income ranges 
in Denmark and Sweden ; their numbers decline up 
to the fourth or fifth decile group and remain fairly 
stable from there onwards. In the Netherlands, the 
distribution of income recipients in “ other industries ” 
corresponds closely to that of income recipients in the 
over-all distributions in both the years considered. 

Among the distributions by occupation shown in 
Table 10, the most uneven are seen to be those for 
non-active persons, where there is invariably a heavy 
concentration of income recipients in very low ranges 
and a sharp decline as one goes up the income scale. 
Incomes of salary earners are also very unequally 
distributed in the Netherlands (but the group includes 
company directors and civil servants only) and in 
Denmark ; there is a sharp and practically uninter- 


5 Data relate to income after tax. 


rupted increase in their relative importance as one 
goes up the income scale. Except in the Netherlands, 
the increase is less pronounced and continuous in the 
case of self-employed persons, where there is some 
tendency for income recipients to concentrate in the 
middle decile groups, particularly in Sweden. It is 
only in the Netherlands that there is a clear concentra- 
tion of self-employed persons in top ranges (45 per 
cent are found in the two upper decile groups). Wage 
earners are distributed fairly evenly over most of the 
income range ; there is a decline in their relative 
importance only in the two top decile groups. This 
decline is less pronounced in the Swedish distributions 
which include salary earners together with wage 
earners. 

This pattern of decile distributions has, by and large, 
remained stable over the periods studied, both for 
occupational groups and for industrial sectors. The 
main exceptions to this are the liberal professions and 
the trade sector in Sweden, where income recipients 
at the lower end of the scale increased in relative 
importance while those in the upper income ranges 
declined equally sharply. A similar though less marked 


TABLE 11 


Income transfers required to obtain equal distribution of income 
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Within sectors 


Between sectors 


(percentages ) (percentages ) 
Netherlands | Denmark а Sweden Netherlands Denmark а Sweden 
1946 19505 | 1939 1953 | 1945 1954 | 1946 19505 | 1939 1953 1945 1954 
Transfer as a percentage of the 

sector’s income 
Acricuitures*—— > —6 —13 34 7) 23 20 
Manufacturing®’ ...... 15 11 —16 —19 —10 —12 
Trade ‚Иа Зил —22 —20 —35 —29 —24 —4 
Liberal professions... . . —3 —13 —47 —32 —50 —49 
ORC Peete a ge case 3 11 14 24 14 12 

BYVASelCATMCnS о а. 27 31 18 
Salarycearmers. 4. 97... —53 —43 —33 ao У 
seli-employed-. и, —41 —24 —28 —16 —16 
Non-active persons. . ... 31 55 83 82 80 
Transfer as a percentage of total 

income 
Аронова —1.0 —1.8 5.8 0.4 87 2.6 
Manufacturing’ ...... 3:7 3.0 —4.4 —51 —3.7 —4.9 
rade eae ЕЯ ec, —3.3 —2.9 —4.3 —3.0 —3.8 —0.7 
Liberal professions. ... . —0.4 —1.6 —2.5  —1.5 —0.5 —0.4 
Otherse tae (eae £498 IG 3 1.0 3.3 5.4 9.2 4.3 3.4 

а 4.7 6.3 11.2 9.6 8.0 6.0 
Музее earners, с... 14.4 11.7 We) 
Salary eamers:--. 0"... —3.7 | —8.5 —6.8 oS 52 
pel-employed 5}. 5404 зи —13.1 —8.1 —8.7 —3.2 —2.6 
Non-active persons. .... Tel 5.5 


Sources : See Appendix В. 


а The data relate to income after tax. Administrative, technical and clerical 
personnel are not allocated to industrial sectors, but included under the 
group “ other ”. 


shift has taken place in the sector “ miscellaneous 
industries ” in the Netherlands. 


The figures in Tables 9 and 10 do not permit a great 
deal to be said about the manner in which changes in 
the weights of the partial distributions influence the 
degree of inequality in the over-all distribution. 
There are only two cases which can be readily deter- 
mined: first, distributions where income recipients 
are heavily concentrated in the middle decile groups 
and decline in importance as one approaches either 
extreme of the scale; secondly, distributions where 
income recipients in the middle groups are relatively 
unimportant, their weight being concentrated at both 
ends of the income scale. An increase in the weight 
of such groups would clearly tend to reduce or to 
increase, as the case may be, the degree of inequality 


Ь The data concerning occupational status relate to 1952. Salary earners include 
company directors and civil servants only. Other salary earners are included 
with wages earners. 


с Includes building for Sweden. 


in the over-all distribution. Of the distributions shown, 
there are only two which closely fit this pattern— 
namely, agriculture and the liberal professions in 
Denmark. 

A rough indication of the manner in which the differ- 
ent industrial and occupational groups contribute to 
the degree of inequality found in the over-all distri- 
bution can, however, be obtained from Tables 9 and 10. 
This can be measured in an approximate way by con- 
sidering the income which would have to be transferred 
from high to low income ranges if a completely equal 
distribution were to be obtained within each sector. 
The maximum equalization percentages shown in the 
top left of Table 11 give this magnitude as a share of 
income held by the sector. This measure of inequality 
moves closely in line with the inequality coefficients 
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shown in Table 8; trade and liberal professions require 
a bigger transfer than do sectors having lower inequali- 
ty coefficients, such as agriculture and manufacturing, 
and the transfer required is more important for self- 
employed and non-active persons than for wage and 
salary earners. When these income transfers are 
expressed as shares of total income, however, it is seen 
that the groups with a relatively high degree of in- 
equality generally contribute less to the total inequality 
than do groups which have a less dispersed income 
distribution but which account for a larger share of 
total income, such as agriculture, manufacturing and 
wage earners. 

The between-sector income transfers required to 
obtain equal average income in all sectors are shown in 
the second part of Table 11. In all the three countries 
the transfers involve a loss of income in trade and 
liberal professions and in the two Scandinavian 
countries, in manufacturing also. The total between- 


sector transfer required to obtain equal average income 
in all sectors is relatively high in Denmark, where 
average income differentials between sectors are 
bigger than in the other two countries. The transfer 
needed to obtain equality between occupational 
groups, which involves a shift of income from self- 
employed and salary earners to wage earners and non- 
active persons, is substantially bigger than the between- 
industry transfer in the Netherlands and Denmark. In 
Sweden, where wage and salary earners are combined 
into one group, these transfers are of the same order. 
In all three countries the total of between-sector 
transfers is of a much smaller magnitude than the 
within-sector transfers, amounting generally to less 
than one-third of the latter except in the occupational 
distributions for Denmark and the Netherlands. The 
importance of the total transfers required to obtain 
equalization between and within sectors has generally 
diminished over the periods studied. 


4. DISTRIBUTION OF INCOME AFTER TAX 


Personal income is subject to taxation, and in all the 
countries considered here income taxation is pro- 
gressive; the higher the income, the greater the pro- 
portion taken by taxes. It must therefore have an 
equalizing effect on the distribution of incomes. 


The Changing Structure of the Tax System 


The burden and structure of income tax varies 
between the five countries and over time and can, for 
the purpose of this study, be illustrated in a simple way. 
Chart 2 shows, for five countries, tax as a percentage of 
income of a married man with two dependent children 
at levels of income corresponding to multiples of 
personal income per head in 1938 and 1955. A married 
man with two dependent children is a fairly represen- 
tative taxpayer in the countries studied, and the man- 
ner in which tax liability varies with the level of income 
is very similar for tax payers with different burdens of 
dependants, except in very low income ranges. The 
general level of taxation appears to have been increased 
less for persons with fewer dependants, but this 
difference is important only in low income ranges. 
The years chosen for showing the tax structure do not 


coincide in each case with those shown in the after-tax. 


distributions, but the tax system does not seem to have 
changed much in the late ’thirties; in earlier post-war 
years, income taxation was generally somewhat heavier 
than in 1955. 


The main changes in the tax structure, as shown by 
Chart 2, can be summarized as follows. 


For any given multiple of income per head of the 


total population the post-war tax is considerably 
higher than the pre-war. The upward shift has been 


greatest in the United Kingdom and the Netherlands, 
and smallest in western Germany and Denmark. In the 
Netherlands the increase in the tax burden is heavier 
in the middle and top income brackets than lower down 
the scale, while in the United Kingdom it affects all 
income ranges except the extreme tips of the curve. 


Post-war taxation of income starts at a smaller 
multiple of per head income than did pre-war taxation 
in the United Kingdom and the two Scandinavian 
countries,*! but at a slightly higher level in western 
Germany. In the case of the Netherlands there has 
been little change. 


Tax progression as measured by the slope of the 
curve is steeper in 1955 than in 1938. It follows that 
the increase in tax rate associated with a given increase 
in income (in terms of multiples of income per 
head) is generally greater after the war than it was 
before. 


In this sense, tax progression was steepest before the 
war in the United Kingdom and smallest in Denmark. 
The angle between the pre- and the post-war curves, 
indicating changes in the rate of progressiveness, is 
greatest in the United Kingdom and the Netherlands 
and smallest in Denmark. 


*! The fact that income taxation in Denmark is considerably 
less progressive than in the other countries considered is due 
probably to a curious and, as it seems, unique provision in the 
Danish tax legislation: the rates of tax are applied to a taxable 
income defined as actual income Jess personal taxes actually paid. 
Under such a system, the effective rate of taxation is far lower 
than the apparent rates. For instance, an effective rate of 50 per 
cent requires (on the assumption of regular income from year 
to year) an apparent rate of 100 per cent, and rates above 
100 per cent are administratively unmanageable when the 
taxpayer’s income changes from year to year. 
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CHART 2 


Income tax structures before and after the war 
Tax rates for a married man with two children 


Semi-logarithmic scale 
Percentage 
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Sources: See Appendix B @ For Denmark and Sweden only income tax paid to the central government. 


Norte. — Incomes expressed as multiples of personal income per head of 
total population. : 
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СНАЕТ 3 — Distribution 


Lorenz 


UNITED KINGDOM 


NETHERLANDS 


Before tax 


Deviations from the straight line indicate changes in 
progressiveness along the income scale in a given 
country. The British curves (except for the extreme 
ends of the income scale) approximate almost to a 
constant rate of progression, while the post-war curves 
for the Netherlands and Sweden show a distinctly 
steeper marginal rate of taxation for the middle than for 
the lower income ranges. By contrast the Danish 
post-war curve for the state income tax shows a 
greater progressiveness for the lower than for the upper 
income strata. This is less pronounced when the total 
of income taxes—including local taxes—is taken into 
account. In both the Scandinavian countries, however, 


After tax 


income taxation at the local level starts at a lower 
income than does state taxation. The pre-war German 
tax system is the only example where the marginal rate 
of taxation increases noticeably more at the upper end 
of the income scale than in the lower and middle parts. 

However, these variations in progressiveness along 
the income scale should not hide the fact that over the 
range as a whole the progressiveness of income tax has 
increased in all countries by comparison with the pre- 
war period. The heavier and more progressive struc- 
ture of taxation in the post-war period is partly due to 
an increase in the general level of rates and a steepening 
of progression in tax scales relating to current money 


of income before and after tax 


curves 
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0 50 100 


DENMARK 


Sources: See Appendix B. 


Note. — Horizontally: percentage of income recipients with an income lower than X. Vertically: percentage of total income received by income recipients 


with an income lower than X. 


incomes. Moreover, the rises in prices and real 
incomes have shifted incomes into ranges with heavier 
taxation, so that the increase in the tax burden becomes 
even greater when the comparison is made in terms of 
corresponding levels of real income. 


The Equalizing Effect of Income Tax 


The marked changes in the level and progressiveness 
of taxation are not very strongly reflected in the 
increases of equality of post-tax distributions. These 
distributions, together with pre-tax data, are shown 


for four countries in Chart 3, and Table 12 gives the 
associated measures of inequality and the distributions 
over decile and percentile groups. 

It should be noted that the Danish and Swedish 
distributions relate to income net of all direct taxes, 
while for the other two countries only direct taxes on 
income are considered. Except in the case of Den- 
mark, the data have been derived from distributions 
over ranges of total income before tax. Since the 
ranges in the distributions shown are based on relative 
ranking, this should not introduce serious errors into 
size-group classifications. The marginal tax rate in 
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TABLE 12 


Percentage distribution of total income after tax by decile and percentile groups 


United Kingdom Netherlands Denmark Sweden 
1938 1949 1955 1946 1950 1939 1952 1935 1945 1948 
Decile groups: 
1.4 7 
te, Wt on Ча 83 a Bs 48 ae | 27 35 
ey Sr | ee, Oe 15 9.9 it fe 
аи 5.0 A 4.4 : Г 
а а, Boe 10; 5.8 5.1 6.1 
п Ето | 13.7 | 23.8 | 20.8 hee © 60 2 30 
а В | о 9.2 7.5 8.9 9.7 
о te 8.0 10.5 93 10 95 109 11.5 
р ай ы es ane | 21) 123: 25 Па мо ee 
Or ет af 14.0 14.9 15.5 15.0 16.2 Е ПД 16.5 16.1 
О о es ee 33.6 26.7 24.5 34.5 30.0 35.0 27.5 36.9 31.9 27.0 
По ase see ec a 100 100 100 100 100 100 100 100 100 100 
Percentile groups: 
о о оо is 4.2 9.0 9.0 55) 4.9 4.9 10.0 5.3 4.9 4.7 
р о В we ES 4.7 ; : 5.8 5.6 6.2 : 6.0 Sal 5.4 
O50 75 oie paren ae 6.7 6.0 5.5 И.Л 6.5 6.7 5.8 7.4 6.9 6.3 
не ное, ао И 5.0 4.0 3.9 57 4.5 4.7 3 6.0 4.7 4.0 
98.7 О an es 13.0 Ist 6.1 9.8 8.5 12.5 8.0 12:2 9.7 6.6 
а 33.6 26.7 24.5 34.5 30.0 35.0 PAIS) 36.9 31.9 27.0 
Inequality coefficient ..... .38 .34 .34 46 41 47 .40 52 46 41 
Pre-taxacOethcients)< а .43 .42 41 50 45 50 44 54 48 44 
Maximum equalization percentage | 27 24 24 32 28 34 28 37 32 28 
Pre-tax max. equal. percentage? . 30 28 р 55 31 36 31 38 33 SL 


@ From Table 3. 


Sources: See Appendix В; 


income taxation is always smaller than unity, and a 
change in ranking could occur only as a result of the 
tax burdens varying with the family status. Where all 
direct taxes are considered, and not income taxes 
alone, the changes in ranking would of course be more 
important. . 

The after-tax curves are distinctly closer to the line 
of equal distribution than are the before-tax curves in 
all the four countries. This is seen particularly clearly 
in the case of the United Kingdom, where, according 
to Table 12, the coefficients of inequality for post-war 
years are reduced by 15 per cent or more through 
taxation, while in the other countries the reduction is 
of the order of 7 to 9 per cent. 


In spite of the tendency for before-tax incomes to 
become more equally distributed since before the 
war, the equalizing effect of income taxation has 
increased in three out of the four countries shown. 
Not only is the percentage decline in inequality 
coefficients for after-tax in relation to before-tax 
distributions greater in post-war than in pre-war, but 
also the absolute difference—i.e., the area between 
the two curves—is larger in the post-war distributions. 


There is reason to believe that the equalizing effect of 
income taxation has increased also in the Netherlands 
(for which no pre-war data exist), where income 
taxation, as shown in Chart 2, has been made more 
steeply progressive than in Sweden and Denmark— 
countries which have seen a bigger levelling of pre-tax 
income differentials than the Netherlands. 


The equalizing effect of taxation takes the form of a 
steady reduction of the ratio of after-tax to before-tax 
incomes as one goes up the income scale. Bottom 
income ranges hold a larger share of total after-tax 
income than of before-tax income, and this gain 
diminishes relatively as one goes up the income scale 
to a point from which there is an increasing relative 
loss in income shares. In all the four countries 
shown, this point is reached only within the last decile 
group, as can be seen by comparing the data in Table 12 
with those in Table 3. All the lower nine decile 
groups have their income shares increased by taxation. 


The tax liability varies somewhat with the taxpayer’s 
burden of dependants, but it is highly unlikely that 
this factor would upset the pattern of progressiveness, 
except possibly in very low income ranges. The fact 


that the distributions shown do not conform strictly 
to this pattern is therefore due to errors in interpola- 
tion. The case of Sweden in 1935 is particularly 
striking; it is inconceivable that the lower five decile 
groups should dispose of no larger share of total 
income after tax than of income before tax, as sug- 
gested by the figures of Tables 3 and 12, even if 
allowance is made for the fact that the Swedish after- 
tax distributions are net of all direct taxes. 


Other Effects of Government Policy 


Income taxation is the most progressive element in 
the national tax structures of the countries studied; 
other taxes, and in particular indirect taxes, are prob- 
ably on the whole regressive or, at best, proportional. 
This is illustrated from the following estimates 3? of 
taxes as a percentage of income in selected income 
ranges in the United Kingdom and Sweden: 


United Kingdom, 1937 


Income ranges (th. £) Direct personal Indirect 
taxes taxes 
ESCO WEN LOOP о р i sols) ek. ee 2:2 14.5 
СА GS о И 5.3 14.7 
dice ИО as Ри 23.0 10.8 
Я ts Gos. 6 x, os 68.6 Bez, 
Sweden, 1948 
Income ranges (th. kr.) 
SOL TMM кр 6.1 9.1 
eric oon ее НИИ 10.7 8.4 
eee Uw oe 13.9 8.1 
ОАО”. со. 32.1 5.1 


If negative (subsidies) as well as positive indirect taxes 
are taken into account, however, a very slight pro- 
gression may well be found up to fairly high income 
levels as shown by the following estimates for Nor- 
way.*? They present indirect taxes paid by physical 
persons less consumer price subsidies as a percentage 
of total income in decile groups in 1950. 


inst decile. group. =. . ео —4a 
Second ,, ok eS ee Oe A ater 0 

Виа > te BEAL Reale Mew sce кома 3.2 
Fourth ,, р ОВ Pp 4.6 
ВЯ, о ee ay Mand 6.1 
Sixth ~~, Иса 7.0 
Seventh ,, MEL Reming, oa whe) vee ot 8.0 
Eighth ,, ee at Ss crea: 8.9 
Ninth _,, i eT ET me Cee 9.5 
тео > Я 8.4 


а Consumer price subsidies exceed indirect taxes by about 4 per cent of 
total income. 


Apart from direct and indirect taxes and consumers’ 
subsidies, payments of social benefits exercise an 


32 See T. Barna, Redistribution of Incomes through Public 
Finance in 1937, and R. Bentzel, op. cit. 

33 See The Effects of the Norwegian Tax System on the Personal 
Income Distribution, Statistisk Sentralbyraa, Oslo 1954. 
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influence on the distribution of incomes. Such direct 
social transfers accrue mainly to very low income 
groups, and the extension of these payments should 
be reflected in the reduction of inequality observed in 
the over-all distribution of income. The statistical 
coverage in respect of those incomes is, however, far 
from complete, except in Sweden up to 1948 and 
possibly in the United Kingdom.** In any case, details 
on incomes in the ranges most affected are lacking. 
As Table 3 has shown, details are not given by size 
ranges for very substantial proportions of income 
receivers at the lower end of the scale. Such incomplete 
distributions cannot bring out in any clear manner 
the improvement which may have taken place. 
Estimates for Sweden indicate that the redistributive 
effect of direct social transfer payments was just as 
important in 1948, and even in the pre-war period, 
as the redistributive effect of total direct taxation, and 
this can be seen from the following inequality coeffi- 
се. 


1935 1948 

Total income less direct social transfer 
DaymentS ey tame м 0.57 0.48 
ОЕ ОО, yee aren een ни 0.52 0.44 
Total income less direct taxes . . . 0.51 0.40 


The investigation covered by this chapter was con- 
fined to income distributions by recipient units as 
defined for tax purposes, but it must not be overlooked 
that the units vary in size. If income of the recipient 
unit were divided by the number (or perhaps the 
“adult equivalent”) of dependants which the unit has 
to support, the resulting distribution might well be very 
different for the population as a whole, for the occu- 
pational groups, and above all, for age groups of 
income receivers. Payments of family allowances, 
differential tax treatment for families with children or 
private schemes of wage supplements geared to family 
size have become very common since the war (much 
more so in France than in most other countries). 
Their main effect has undoubtedly been to reduce, 
within the lower income ranges, the disparities in 
income per consumer unit between small and large 
families for income receivers of given age or level of 
income.*® 


Taxation and social transfer payments are only two, 
albeit the most important, elements of government 
policy affecting the size distribution of personal 


34 The coverage in respect of other transfers such as interest 
on the public debt, subsidies to agriculture and other non- 
corporate sectors, is more satisfactory, as these payments are 
less concentrated in very low income ranges. 

35 Calculated on the basis of estimates made by R. Bentzel, 
op. cit. 

36 Many of these transfer payments are, of course, included 
in the personal income of the recipient unit and are probably 
one of the equalizing factors in the statistical distributions 
examined in this chapter. 
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income. Many of the changes in the structure of 
income (by industry, occupation, and type of income 
payments) which have been mentioned above as 
having affected the pre-tax distribution of income are, 
of course, associated in a more or less narrow sense 
with government policy. Rent restrictions and interest 
policy, discriminating taxation against dividends and 
differential indirect taxes are obvious examples, but so 


also—in a more general way—are the efforts to create 
conditions favouring a high level of economic activity 
or attempts to influence the pay structure of sectors 
of the community. It is clearly impossible to determine 
in any conclusive manner the effect of a complex of 
policies of this type; but, by and large, the tendency 
may have been towards, rather than away from, a 
more equal distribution of income. 
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TABLE II 


Index numbers of unit values for total imports and exports 


1953 = 100 
т 1954 1955 1956 
е ЕВА 
Country of | 1954 1955 lst 20а За 4th | Ist (2nd За ‘4th | Ast’ 2nd 3rd 
index 4 ар со Ч Ч |9 бк ap ве Че Gtr 
Imports 
i i Орто 103 104 105 102 
О И > 
Netherlands Bae ee ee A 95 97 95 97 95 94 97 97 97 95 98 100 on 
Belgium-Luxembourg A 96 96 96 97 96 95 96 96 97 97 99 98 9 
Sitwell 5 5 cg 8 6 0 B 99 98 99 99 99 98 98 97 98 99 100 101 101 
tal yar he see о ах B 98 100 100 100 99 100 101 101 401 102 104 105 105 
Spall ae awe che ee A 93 110 92 86 84 113 113 114 114 104 120—412 
POLCUSal meee ee et ne B 99 96 97 100 100 99 96 98 102 87 OO 102 108 
PUT И ices a ere ae B 100 105 104 105 100 99 в и п и 
Denmark о А 97 98 98 96 97 96 99 97 98 98 101 103 104 
Sweden amcaest seman a С 99 99 99 99 98 99 99 99 99 101 103 103 105 
INGEWAYiCi ae eae A 98 100 98 99 95 97 99 99 99 102 101 105 100 
РНЕ! 6 Soa go 6 a < A 96 96 101 98 97 91 96 93 98 95 95 94 100 
Western Germany... . A 96 100 95 95 98 96 97 1007) 1025) 101 102 103 104 
а а. А 97 94 101 99 97 92 95 95 92 94 97 97 96 
tal of countries listed 
ick Ireland)@¢ .... 98 100 98 98 98 99 100 100 100 101 102 102% 3102 
ОО СЕ ор особ D (в O2 100 104 104 103 1031110810103 104 104 104 
Exports 
United Kingdom С 99 101 99 99 99 99 100 100 102 102 104 104 105 
Басе Ре mo oe А 95 96 97 96 94 93 92 97 96 96 937 101 8102 
Netherlands). 53)... - A 100 101 100 100 98 101 101 102 99 103 101 106 100 
Belgium-Luxembourg A 94 97 96 94 92 93 95 97 98 100 102 104 102 
АЭН ИЯ 5 5 5 oo 6 5 B 99 97 100 99 99 98 99 97 97 94 97 95 96 
Я о ое В 99 98 105 104 102 103 1037 1035 5101 102 105 106 105 
Бра a ce A 97 98 96 96 101 98 94 104 106 96 Spy ally 
ТЕ 4 6 Bg we 3 6 B OZ 1 90 10 1 1 102 103. 105 100 101 98 101 
LUCKEY gener mre а Е B 9512 100 100 108 103 103) 10681102 31157 
ТРЕ ® 5 до но о А 100 100 99 98 95-102 100 98 97 106 104 102 104 
О сор © 98 102 98 97 98 97 1005 F1007 71025 104 103, “1025 8.103 
ога. - А 99 107 99 98 99 101 104 105 108 110 115 11285 
Е со боль ы А 102 109 88 99 110 103 ха ЭЦ И. И 98 102 114 
Western Germany... . A 96 98 98 97 96 95 97 97 98 98 101 101 102 
О о ев А 99 102 у т 98 100 103 102 102 102 108 108 
Total of countries listed 
(plus Ireland)¢ .... 98 99 99 98 98 98 98 99 100 100 101 103 103 
ПО ЕЯ о ооо D 99 100 100 100 98 99 99 100) 100 101 104 103 102 
и ПИ 
Terms of Trade е 
United Kingdom A 100 100 
о ches ft ds A 99 99 
INetherlands/ ey cue ae A 105 100 
Belgium-Luxembourg A 106 104 
Switzerland essere B 94 95 
ПТ ео р Bens, В 102 100 
пра etek a te A 104 к. 
ИН а оч В 96 99 
WNW A, od AOA eee as A + 
IDES es ee а A 99 100 
Пе ь о овса вв С 99 98 
Е А saa 4 а А 107 115 
МЕ! соб одео А 109 114 
Western Сегтапу. ... А 98 98 
А ее А 111 112 
United И ЗН ito oe D 99 98 


Sources and methods : See Appendix В. с Including trade in ships. 


а А = Unit value index with moving current weights. 


d This index has been derived from current 1 i i 
B = Unit value index with fixed weights. Treland but oxi ieee 


i volume index of fifteen countries (including Ireland but ludi 
C = Unit value index with moving anterior weights. given in Table IV. : Hise 6 


D = Unit value index with moving crossed weights. 


е The ratio of the export price index to the import price i ь 
Ь Excluding non-monetary gold. pi rhs ery 


TABLE III 


Index numbers of export unit values for major commodity groups 
1953 = 100 


Commodity group Country of 1954 1955 
index а Ist 2nd 3rd 4th Ist 2nd 3rd 4th Ist 2nd 3rd 
qt: qtr. gtr. ак. qtr; qtr. ‘qtr. qtr qtr. qtr. qtr. 
United Kingdom A 91 89 | 94 95 90 86 90 90 90 86| 86 90 86 
France A 96 94 | 99 959 88 96193 96 89 351107 112 9 

Ch 

emical products Western Germany А | 101 100 | 102 100 100 100 |101 100 99 991 99 97 93 
Switzerland А | 104 96 | 103 100 108 104 |100 95 96 91| 97 93 91 
United Kingdom С | 101 101 | 101 102 102 99 |101 102 101 99! 100 99 101 
р Егапсе А 98 97 | 99 9 97 (9796 97 97 971103. 91 98 
Toxtle<goods Western Germany А | 101 101 |102 101 98 99]101 99 103 101 | 107 104 100 
Switzerland А | 101 99 |103 102 98 100 |103 99 96 97| 99 95 95 
United Kingdom С | 100 103 |100 99 100 101 |101 102 103 105 | 105 105 108 
a ms France А | 100 102 | 102 101 99 99] 98 105 105 102 |103 102 106 
а Western Germany A | 99 99 |101 99 99 97] 98 99 100 100] 101 104 104 
р Switzerland A 97 95 | 98 97 96 95| 96 92 94 96| 97 94 96 
Sweden ‘fe 96 92 | 99 90 100 96| 91 91 95 96| 96 93 96 
United Kingdom С 99 101 | 99 99 99 99 [100 100 102 103 | 104 104 105 
France А | 100 103 |101 101 99 99] 98 105 105 105 [5108 107 109 
Western Germany A 96 98 98 9795 96) 98 985 OS OSs SOLS T0202 
All ct Belgium-Luxembourg}] А 94 97 969995, 93 93) 96 97 98 997 100 TO 2100) 
и Italy В | 103 101 | 104 103 102 103 | 102 101 100 101 | 100 98 99 
Switzerland B 99 96 |100 99 99 98| 98 97 96 94| 97 95 95 
Sweden С 96 99 | 98 97 97 96| 99 98 102 101 | 101 100 101 
United States D 99 102 |100 100 99 991/100 101 102 105 | 107 107 106 


Sources and methods : See Appendix B. 


@ A = unit value index with moving current weights. 


B = unit value index with fixed weights. 


С = unit value index with moving anterior weights . 
D = unit value index with moving crossed weights. 


Norte. — Owing to some discrepancies in the coverage of the commodity 
group indices, inter-country comparisons should be made with caution. 


Ь Combined “ Machinery ” and “ Transport equipment ”, shown separately 


in Table V. 
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TABLE IV 
Index numbers of volume for total imports and exports 


1953 = 100 


1953 1955 1956 


Country Millions | 1954 1955 


Е Ist 2nd 3rd 4th 156 2nd 31а 
ь | . qtr. | qtr. qtr. qtr. 
dollars а come ate 2 a - В 
| 

Imports 
United Kingdom... . 9 066 101 113 101 102 101 103 116 106 115 116 114 114 108 
пеар waar cere 5 98 107 104 96 92 99 115 104 99 109 108 93 78 
ranice Cis, emus or 3 938 108 121 109 114 100 109 120 128 10 122 129 149 138 
Netherlands. ...... 2 376 126 141 Clipe 25 В 143 137e 18 3— tio 148 158 159 
Belgium-Luxembourg . . 2 423 110 122 106 107 107 1069 Gf allel 114 ee 126 124 130125 
Зуева о. В: № 1 180 15 131 107 5 № 129 12232 125142 135° ПИ 55 
Тов. ое. 2 420 104 112 110 107 92 104 106 60) 17 115 129 119 
рае в eae ar 600 115 102 12 128 122 98 86 99 87 137) i579 122) a 
Portugal ae ene 331 105 113 89 100 103 129 105, 1091123 104 110 126 
(lorkey Speen poe ol sen ae 532 87 93 81 98 78 92 96 109 85 85 с se a 
Denmarkie eo hee ra 996 121 120 (OS 125) MP м ОТ ee 11705 13055423 
Sweden, Grae cis 1577 115 127 Woy п iia 1 127 "126" "119 136 120 1142129 
Мора в. 912 114 119 107 11 109 132 ПР И ПИ, 9 122) 1403 41s 
Einlan 9 Бы в ож ов 530 129 150 954121 1137 1164 1] 98168 151 166 123 194 183 
Western Germany... . 3 810 126 153 108991205 12355) 151 141 147 153 165 150 168 1 
Ана. В 510 lew 183 107 116 1250 178 Пе OR об en 179) S191 198 
Total of countries listed g . 31181 111 125 106 110 108 120 1224122 8122 52 126) 18 eo 
Wnited States? Sas 10 779 93 103 94 99 87 91 99) 107 103 al 113 109 110 

Exports 
United Kingdom! ... . 7 230 104 112 105 105 104 104 116 10." i219 117 AZO 
Lea brave са Se ee 312 102 94 92 84 113 118 101 82 90 102 81 87 98 
ТО . 5 a oe mn 6 © = 3 765 116 130 ПИ 4 10 1 134 32 ill on 116 129391 1 
Netherlands. ...... 2 153 113 124 LOS S105 12 126 GIy alsin i 18 124 131 129 
Belgium-Luxembourg . . 2 259 109 127 97 104 99 118 121 13 106 134 126.135. 122 
АН Ее . 4 § 4 6 a ¢ 1 202 105 116 96 99 105 120 ПЕ и eel Si 162321 
Е о © beeen ge, 1 507 107 123 106 10311111 114 MO, ANTES. THT 140 137" 134 tag 
Spat и Petes: 483 97 99 109 100 74 106 ine 98 6255 125 113 И 
Рота о. 219 121 129 106 11215 152 Tk 1129 134 139 125 15 lS) 
Ку es ele, 396 88 71 95 76 63 118 82 56 55 90 
ета 883 108 118 103 109 106 114 115 6 | 115: 123 Ш 12 114 
Е soa 5 6 @ A As 1 479 110 115 SO п ШО o4, LO 2 И dake 20) 9 зы 
Могла ее 509 115 117 LOS У И ПР тр et ee i 12933 728 
ЕН 5 оошовос 572 116 125 84 117 135 127 89 127 1154 382 70’ 140 154 
Western Germany... . 4 422 124 143 109 116 126 143 132 1389) 139" 16! 141 169 163 
IAUSti iat: и 507 122; 136 14] 10122 133 12355 130 138 1115 148 154 161 
Total of countries listed g . 27 502 112 123 105 109 110 122 IWS) У ek 15 121 133 127 
United States! ..... 15 652 97 98 86 109 92 98 96 99 95 103 102 120 115 


Sources and methods : See Appendix В. е For comparability with other countries, the seasonal adjustments in the 


а Values c.i.f. for imports (f.0.b. for the United States) and f.o.b. for exports. official Finnish index have been eliminated. 

Ь Retained imports. f Including imports under the foreign aid programme (from 1953 to 1955). 
с Excluding non-monetary gold. & Excluding Turkey. 

4 Including ships. h Imports for consumption. 


i Domestic exports. 
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TABLE V 


Index numbers of volume of imports and exports for major commodity groups 


1953 = 100 
1953 1954 1955 1956 
Commodity group Country pees 1954 1955 Ss 
Ist 2nd 3rd 4th | 1st 2nd 3rd 4th | 1st 2nd 3rd 
dollars а qtr. ne pe qtr. ae ae ek ae Ae) ai ae 
Imports 
Food, drink and tobacco | United Kingdom | 3 686 98 105 | 103 93 94 103/113 96 102 1091110 108 99 
rancege peas ne 1 102 0 пы | LOR 119 58 10 Пл 152 0 15 10 м 15 


Western Germany| 1392 24 eee SS ИО СИ 5 55 ПЛ И о 158 Му 15 
Total of three 


countries . .| 6180 105 14 |106 102 98 115 | 119 110 107 120'| 120 1245118 
Raw materials United Kingdom 4} 3 827 10) 1 98 108 104 98 | 111 106 118 111 |107 115 111 
Втавсе сие 2270 2 ISIS 107 Tt 181126 116125 32450 


Western Germany| 1 823 121 150 1105 121 121 137 | 141 148 155 156 | 143° 166" 162 
Total of three 


countries . .| 7920 LOD SS 1235104113109 110) 12012161 266 1258) 9123 S18 5eet oi 
Manufactures United Kingdom 4} 1801 107 134 | 104 109 106 109 | 132 123 138 140 | 141 137 123 
Нтавсе ее. 547 0 13 94 113 99 116 127 137 124 136 | 118 162 145 


Western Germany 595 138 197 | 106 127 144.175 | 165 186 203 234 | 192 219 225 
Total of three $ 


countries . .| 2943 113 146 | 103 113 113 124 | 138 139 148 159 | 147 158 148 
Exports 

Chemical products United Kingdom. 499 127 148 | 113 123 130 139 | 148 129 154 158 | 157 156 151 
prance. ae ee 196 124 140 | 119 116 135 130 | 131 146 136 148 |<131 144 151 
Western Germany 432 128 148 | 118 119 131 144 | 139 143 146 164] 153 168 166 

Total of three 
counties 4) 91 127 127 1477 AG 12013118140} 42 3s 7 785958 15 
Textile goods United Kingdom. 911 97 93 |104 97 94 931101 81 97 93] 90 88 84 
тапок 587 111 104 | 107 106 102 127 |110 103 92 111 |X 85 103 90 
Western Germany 240 129 143 | 117 116 136. 145 | 135 134: 144° 159 | 1351415 145 

Total of three 
ПИ о |e" 1738 106 104 |107 103, 103° 112 |109 96 102. 108 | 95 1015) 95 
Machinery United Kingdom.} 1 601 101 111 | 106 106 98 931115 101 111 1171119 125 111 
Brance eee 372 101 104 | 100 111 93 102/107 108 93 106 |5 99 110 93 
Western Germany 947 (0 ПУ 95 106 105 120 | 105 114 114 135 | 115 138 133 

Total of three 
countries . .| 2920 103 1127) 102), 106) 100103"), 110106 110) 12111115127 1116 
Transport equipment United Kingdom. 931 107 114 | 109 115 105 100 | 119 109 112 115 | 128 131 113 
Eetancem те 212 119 131 | 120 138 102 115 | 139 147 112 125 |126 145 112 
Western Germany 323 160 218 | 128 151 159 204 | 213 220 196 241 | 229 277 241 

Total of three 
countries . .| 1466 121 139 | 115 126 116 125 | 143 139 131 144 | 150 165 141 
All manufactures United Kingdom.| 5 873 104 113 | 105 105 104 102/117 102 114 19 | 118 126 112 
France ne. a eae 1 570 10) OSs а И 58 | И eee See ПР | 5 ШО OS 
Western Germany| 3 304 128 149 | 111 120 130 148 | 136 143 146 171 | 148 177 171 

Total of three 
countries . .| 10747 112 124 |107 111 111 119) 123 116 121 134) 124 139 129 


Sources : See Appendix В. 


Note. — Owing to some discrepancies in the coverage of the commodity 
group indices, inter-country comparisons should be made with caution. - : 
All indices are quantum indices with fixed weights. с Excluding non-monetary gold. 


а Imports c.i.f. and exports f.o.b. 
5 General imports. 


TABLE VI. — Imports and exports of п 
according to al 


Millions of current ¢ 


Oe И ПЕ eee 


igi ited Belgium- Switzer- ] Pod 
Area of origin for Unite Ireland | Iceland | France | Netherlands} Luxem- land Italy ortu 
imports and area of | рецоа | Kingdom а bourg 
destination for exports ene Cee = Е 
У Imp. Exp.| Imp. Exp. | Пир. Ехр.| Imp. Exp. | Imp. Exp. Imp. Exp. | Imp. Exp. | Imp. Exp. mp. 
i i -1- Е ь ь 0| 123.8 178.4] 173.7 209.0] 161.0 112.7| 57.1 47.0 | 127.4 96.3 | 39.6 
ы pie oe а ЕН Е ри Ae ios aS a 131.7 252.2| 202.8 251.8] 179.9 130.8] 59.5 53.2 | 110.3 98.4 | 42.0 
ge eae 1956-I-IX| 189.8 222.0 | 216.3 174.3| 5.7 3.8| 163.7 214.9] 222.9 272.8] 198.2 158.6 | 69.3 57.6 | 123.1 103.5 | 461 
-1- | | ; 6 22| 271.6 407.3} 449.0 352.8] 513.3 540.7 | 202.0 141.1 | 259.1 215.9 | 52.3 
oh ae а ты aie ans oan ae 7a 18| 342.8 481.5) 544.3 403.5} 562.5 661.6 | 237.6 140.0 | 287.7 247.8 | 57.9 
ancustral Countries 1956-I-IX| 767.4 610.8| 24.1 13.1] 4.7 2.3| 415.2 508.8} 651.4 458.5] 633.4 823.1 | 281.4 182.0 | 289.6 299.6 | 59.1 
Ш. Mediterranean and | 1954-I-IX| 228.9 315.5] 7.3 1.8] 3.5 47| 132.1 237.2] 46.9 71.5} 53.1 100.0 | 113.2 122.1 | 65.0 101.7 к. 
Iberian countries £ 1955-1-1Х | 251.6 319.5] 8.0 17| 2.4 7.2] 155.5 283.8} 52.4 92.2} 61.8 115.3 | 124.2 128.2 | 80.8 142.8 т 
1956-I-IX| 260.6 340.2| 7.2 3.6| 3.0 7.5| 173.0 263.6] 60.5 92.0] 59.8 108.4 | 141.4 130.2 | 106.3 125.9 | 11.5 
ТУ. Scandinavian 1954-I-IX | 722.7 567.3] 16.1 1.5| 91 4.6| 105.2 146.9| 117.4 190.1] 97.4 139.6| 28.7 62.4 | 74.3 68.6 8.3 
countries & 1955-1-1Х | 814.6 588.7] 17.9 1.0| 7.7 5.8| 145.7 165.4| 133.6 189.1] 110.6 161| 39.0 58.6 | 85.3 66.5 | 11.0 
1956-I-IX| 812.9 642.9| 19.0 0.7| 8.9 3.7| 173.7 142.3| 139.9 201.8] 124.0 165.4 | 39.2 63.1 | 100.5 70.6 | 16.4 
21.0 129.6 | 313.8 175.5 | 35.8 
V. Western German 1954-I-IX | 183.3 162.3] 16.1 3.6] 4.3 2.1] 258.6 261.7| 367.4 272.8] 263.0 1654 |2 
and Austria у 1955-I-IX | 201.3 177.3| 21.7 3.3| 5.6 1.3| 322.6 376.9] 438.7 347.4] 296.2 250.4 | 278.8 151.9 | 331.1 221.2 | 42.3 
1956-I-IX | 251.6 212.8 | 18.8 3.9| 5.9 3.5| 426.0 376.6| 510.0 389.2| 361.6 254.3 | 339.6 175.2 | 385.2 261.1 | 52.5 
Г 22.0 502.2 | 839.6 658.0 | 144.3 
VI. Western Europe 1954-I-IX |1 924.2 1 784.8 | 282.9 212.3 | 26.6 16.6 | 891.3 1231.51 154.4 1096.21 087.8 1058.1 | 6 
р 1955-1-1Х |2 216.5 1 857.8 | 299.9 207.3 | 25.9 19.4 |1 098.3 1 559.81 371.8 1 284.011 211.0 1 319.2 | 739.1 531.9 | 895.2 776.7 | 163.1 
1956-I-IX |2 282.3 2 028.7 | 285.4 195.6 | 28.2 20.8 |1 351.6 1 506.21 584.7 1 414.31 377.0 1 509.8 | 870.9 608.7 1004.7 860.7 | 185.6 
7] 284-2300 
УП. Eastern European | 1954-I-IX] 66.6 30.1 O°7 | 3 95| Ва 27-0 О 34.41 2 9 2 
countries # ‘ 1955-1-1Х | 89:4 295 34 0 4331 26,5 72.5] 29.5132 14.7 35:4 || 2610 25.97 | 31429.68 0.6 
1956-1-1Х | 978 31.4 11 01| 62 42| 353 569 38011281120: 35.6 134.3 27.0] 39318 1.5 
УШ. Union of Soviet 1954-11 | $19 14.91) 02° — 5.75.0. 129.8 2 104.3] 113.4) 203 12 1185 45 24| 14.69 177 ЩЕ 
Socialist Republics 1955-1- DG] ВИ 40-7) 0 — SoS SHS || SEL 20| ЭМ 74| 181 107] 1 35| 9 20:0" A210 
1956-1-1Х | 107.3 54.3| 06 — о о (БИ 909 9 Е Bor 5 Deel Seles Ив = 
IX. Total Europe 1954-I-IX |2 072.7 1 829.8 | 283.8 212.4 | 35.7 25.1 | 939.9 1282.81 189.7 1 156.9]1 123.7 1 105.7 | 649.4 527.0 | 882.6 698.7 | 144.6 
Gncluding U.S.S.R.) 1955-I-IX |2 414.0 1928.0 | 303.6 207.4 | 35.9 28.1 |1 157.9 1 660.21 422.4 1 323.5|1 243.8 1365.3 | 769.8 561.3 | 946.9 818.5 | 163.7 
1956-I-IX |2 487.4 2 114.4 | 287.1 195.7 | 43.6 32.9 |1 432.6 1 593.8 1 642.3 1449.41 418.5 1564.1 | 911.6 637.2 |1058.8 906.2 | 187.1 
X. United States and 1954-I-IX | 531.4 308.6] 23.1 3.7] 104 7.0] 277.4 113.0) 234.2 118.9] 203.2 136.5 | 120.9 108.3 | 215.6 91.6 | 21.6 
dependencies 1955-I-IX] 846.4 363.3] 35.2 5.7] 12.9 4.9] 347.3 141.4] 316.1 111.8] 230.8 168.0| 140.6 104.7 | 300.4 109.2 | 26.1 
1956-I-IX | 789.3 489.6] 29.6 6.5] 9.6 5.6] 484.7 164.8] 390.4 132.0] 287.2 224.0| 164.9 121.0 | 365.8 140.0 | 32.1 
XI. Canada and 1954-1-EX | 538.1 274.6 7.0 1-302 30:1 148 209 10.51 33511921279 150111989 2.0 
Newfoundland 1955-1155 | 72109) 1285.5] 1350 0's 02 45.0, 173) 28:9 №122) 36.9180 30:7 16:4 | ово 1.7 
Rae! TR ЗИ 9 Ol! 0 — 49:0 22:4] 342 15.4)" 316 3731 319 13.5 | 258 160 1.3 
XII. Latin American 1954-1-ТХ | 492:5 231.9] 7.2 — 1.5 2.0] 193.4 179.7} 149.2 89.3] 133.3 79.9] 69.1 80.2 | 101.5 102.3 4.9 
republics IGESSEBS<|| SOLS ARS] Oe 1.5 2.0| 137.3 188.2} 144.0 104.2} 102.6 85.9] 55.5 84.4] 130.4 136.5 9.9 
1956-I-[X | 575.9 278.5) 7.4 — 1.9 1.6] 178.8 131.5] 188.2 80.9] 1161 91.3] 66.5 80.7]! 143.9 128.4 9.7 
XIII. Overseas sterlin 1954-I-IX |2 927.4 2 546.8 | 35.5 2.8] — 0.6] 642.4 122.3} 165.7 153.8] 164.6 117.9] 27.7 67.5 | 359.8 131.9] 19.7 
5 
агеа 1955-1-ТХ |3 058.1 2 646.0 | 38.6 2.7) — 0.5| 660.5 140.1| 183.9 162.9] 198.2 129.7] 33.7 73.3 | 389.1 107.6 | 19.6 
(including British colonies) | 1956-1-1Х |2 989.5 2.706.0 | 25.6 3.0| 0.1 1.2| 675.8 150.2 201.9 161.4| 207.8 1661 | 35.0 78.3 | 454.3 1410 | 22.7 
XIV. Affiliated overseas | 1954-I-IX| 205.5 111.4| 5.8 0.3] 0.8 0.2| 909.8 0983.3 78.2 62.6 171.4 1214| 11.6 205| 508 307| 51.3 
areas 1955-I-IX | 211.8 1186] 60 0.1| 0.8 0.1| 899.0 1021.7) 77.0 74.3] 192.3 119.1] 10.6 20.5| 53.7 383| 47.8 
(excluding sterling area) 1956-I-IX | 212.4 118.5| 7.2 03| 0:7 0.2/1 020:0 1039.0) 70.4 83.1) 207.4 137.1] 101 196| 687 434| 492 
XV. Other overseas 1954-I-IX| 203.9 275.7) 5.5 0.6] 0.6 0.3] 169.9 307.8] 200.9 103.0] 60.3 66.2| 38.7 63.2| 152.5 93.1 5.6 
countries 1955-I-IX | 254.8 317.7] 69 0.8] 0.7 0.4] 185.7 255.9] 180.6 119.8] 64.5 983.0] 40.4 75.1 | 144.2 103.9 7.8 
1956-I-IX | 328.8 401.6] 7.8 1.1] 0.9 0.4] 227.1 193.7) 194.8 150.6] 98.3 111.1] 48.5 71.7 | 175.9 144.7 8.5 
XVI. Total overseas 1954-I-IX |4 898.8 3 749.0 | 84.1 8.7 | 13.2 10.1 2223.0 1720.9] 849.1 538.1] 766.3 539.1 | 295.9 354.8 | 892.1 458.6| 105.1 
countries 1955-I-IX |5 594.5 3 968.6 | 109.8 9.9) 16.1 7.9 [2274.8 1764.6] 930.5 585.2} 825.3 603.7 | 311.5 374.4 10357 506.4] 112.9 
1956-I-IX |5 609.7 4 366.1 | 87.4 11.8 | 13.4 9.0 |2 635.4 1701.61 079.9 623.4) 948.1 766.9 | 356.9 389.8 |1234.4 613.5| 123.5 
XVII. ToTAL Уовго 1954-1-[Х |6.971.5 5 578.8 | 367.9 221.1 | 48.9 35.2 |3 162.9 3 003.72 038.8 1 695.0|1 890.0 1 644.8 | 945.3 881.8 |1774.7 1157.3] 249.7 
1955-I-IX |8 008.5 5 896.6 | 413.4 217.3 | 52.0 36.0 |3 432.7 3 424.82 352.9 1908.72 069.1 1969.0 |1081.3 935.7|1982.6 1324.9| 276.6 
1956-I-IX |8 097.1 6 480.5 | 374.5 207.5 | 57.0 41.9 |4 068.0 3 295.42 722.2 2 072.8 2 366.6 2 331.0 |1268.5 1027.0|2293.2 1519.7| 310.6 
ХУШ. DOLLAR AREA! | 1954-I-IX |1 209.5 727.3} 32.5 5.0] 10.6 7.3| 350.4 207.3) 328.9 177.1] 296.2 204.8 | 178.6 163.3 250.0 142.9 | 23.9 
1955-1-1Х |1 734.4 799.4 | 52.1 6.4 | 13.3 5.1| 430.5 226.0) 449.7 176.5 322.3 235.1 | 199.5 161.5 | 3432 1707 | 292 
1956-I-IX |1 705.0 1067.7 | 42.9 7.5 | 10.3 6.0 | 580.5 268.4] 566.3 206.7| 388.5 339.2 | 227.1 182.7 | 4298 2210| 381 


Sources and methods : See Appendix В. 


@ Imports are general imports, and exports exclude re-exports. 
Excluding non-monetary gold; see Appendix B. 


с Imports f.o.b. 
d Exports excluding special categories. 
@ France, the Netherlands, Belgium-Luxembourg, Switzerland. 


ап countries and the United States 
and destination 


Ct.f., exports Го. 
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reece, Yugo- W. Total 3 р 
in and slavia | Denmark| Sweden Norway | Finland т Austria | of nineteen oe ee 
German $ : and 
urkey y : tates Period 
countries destina- 
. Exp. | Imp. Exp. | Imp. Exp. | Imp. Exp. | Imp. Exp. | Imp. Exp. | Imp. Exp. Imp. Exp. | Imp. Exp. | Imp.¢ Exp. d@ tion 
7 79.9 19.1 16.5 | 226.3 276.2 | 213.6 226.3 | 147.9 82.6 | 73.3 117.4 | 151.3 166.1] 23.0 19.5] 2079.0 2077.7| 376.4 459.8 | I-IX-1954 I 
3 75.1 | 15.5 13.6 | 221.9 263.2 | 200.5 251.9 | 159.1 106.9 | 99.1 144.4] 148.4 196.0] 29.3 18.7] 2142.8 2317.0] 450.9 692.1 | 11Х-1955 
87171 23.4 13.4 | 230.1 259.7 | 212.4. 258.4 | 177.7 114.0 | 117.3 127.1 | 205.4 240.6 | 30.3 22.3| 2354.5 2 348.7| 528.7 619.4 | I-IX-1956 
8 85.2 | 31.2 17.5 | 153.2 40.9 | 251.0 183.2| 98.0 48.2| 75.4 60.5 | 757.0 1079.3 | 59.1 60.2 | 3947.2 3776 9 
3 : i : i р : | L ь : .9] 476.4 801.6 | 1-1Х-1954 
1 106.5 | 32.7 19.4 | 161.2 60.7 | 275.8 212.4 | 111.0 50.3 | 73.1 77.9 |1 040.6 1289.6 | 83.0 70.4 | 4755.3 4394.9 517.4 947.4 | 1-1Х-1955 и 
4 88.9 | 23.2 24.8 | 159.8 69.0 | 279.6 257.3 | 115.3 66.4 | 89.5 73.2 |1 095.1 1590.9 | 93.1 92.7| 5140.3 5186.8| 620.0 1 233.6 | I-IX-1956 
9 175.8 | 35.3 47.8 | 23.7 33.7] 58.7 69.6] 24.4 23.3] 18.1 20.4 | 316.6 474.2] 59.2 119.0 | 1324.2 1827.2] 248.2 452.6] LI 
Е Е 5 : : р : : , ; Е : : 6 | 1-1Х-1954 
3 60.9 | 40.3 39.7 | 22.5 39.7 | 61.6 72.3| 22.7 28.0| 17.2 18/7| 374.8 510.9 | 78.6 117.2 | 1439.6 1989.9] 271.4 632.8 | 1-1Х-1955 ee 
8 62.8} 33.1 40.8 | 25.6 46.5] 67.3 82.3] 20.9 31.4] 18.2 19.0] 419.7 577.2] 80.4 137.8 | 1571.3 2082.6] 308.5 827.8 | 1-1Х-1956 
7 37.8) 64 3.1) 130.2 765] 92.3 201.9 | 141.7 78.6 | 36.5 35.2] 324.7 543.6] 12.9 15.8] 1983.6 2181.5] 165.2 172.3 | 14Х-1954| IV 
2 36.1 | 5.9 2.2 | 126.8 103.1 | 99.8 233.7 | 180.2 79.9] 56.0 33.9 | 431.2 619.8} 17.8 17.9 | 2339.3 2371.4] 180.6 233.8 | 11Х-1955 
5 34.2| 3.7 2.2 | 132.2 103.1 | 118.8 224.8 | 148.0 99.4| 61.7 27.7| 488.7 720.9 | 19.3 20.0 | 2474.4 2531.8| 214.3 278.4 | 11Х-1956 
0 100.6 | 57.1 48.8 | 173.3 94.9 | 256.2 144.3 | 1177 47.2 | 32.6 35.1] 92.7 163.1 | 155.8 99.8 | 2720.7 1918.0] 221.2 349.2 | 1-1Х-1954 У 
4 108.8 | 57.9 34.7 | 174.1 137.4 | 332.1 169.9 | 119.5 57.3 | 51.2 52.8 | 121.8 229.6 | 223.0 129.2 | 3177.3 2466.0| 280.3 470.5 | I-IX-1955 
9 96.1| 45.2 44.6 | 192.8 160.3 | 359.5 195.3 | 165.6 68.9 | 78.1 49.4 | 133.8 242.1 | 238.3 143.5 | 3780.4 2691.6] 375.5 582.6 | 11Х-1956 
1 379.3 | 149.1 133.7 | 706.7 522.2 | 871.8 825.3 | 529.7 279.9 | 235.9 268.6 |1 642.3 2426.3 | 310.0 314.3 |12 054.7 11 781.31 487.4 2235.5 | I-IX-1954| VI 
3 387.4 | 152.3 109.6 | 706.5 604.1 | 969.8 940.2 | 592.5 322.4 | 296.6 327.7 |2 116.8 2 845.9 | 431.7 353.4 |13 854.3 13 539.211 700.6 2 976.6 | I-IX-1955 
4 359.1 | 128.6 125.8 | 740.5 638.6 |1 037.6 1018.1 | 627.5 380.1 | 364.8 296.4 |2 342.7 3371.7 | 461.4 416.3 |15 320.9 14 841.5]2 047.0 3 541.8 | I-IX-1956 
ВТ 11.5 | 120.8 32.0 |” 30.4 — 34.8 || 222 15.6| 69.4 267| 439 46.0 | 36.6 40.5 | 432.5 415.5} 206  171|11х-1954| УП 
4 549| 89 10.5| 23.9 19.5| 35.8 34.8 | 15.2 166] 86.0 35.0| 59.6 72.0] 52.6 41.9] 582.5 516.2| 280 — 6.0 | 14Х-1955 
85551 23,0 226 | 31-0 153| 470 32:3) 270 19.6| 76.8 431 | 117.2 1130| 627 709| 713.0 589.0] 32.1 5.6 | 1-1Х-1956 
о т 1126 | 17.8 15:8 109s 18.6 | 56.61 1083! М7 182! 09> 10|’ 2829 28676) 9:3) 0211-1954 ВУ 
В В 50 5911220 1133 | 13.5114 | 62.4 102.0 213 122] 25 07| 353.01 2629-01955 
7:91 385 26.7) 4:7 3.0'| 31.1. 178| 14.0 1931 783 963| 322 504] 43. 96| 434.6» (368.0) 157 3.0 | 11х-1956 
4 431.2 | 150.4 135.2 | 738.7 571.8 | 920.0 875.9 | 562.2 314.1 | 361.9 403.6 |1 697.9 2480.5 | 347.5 355.8 |12 770.1 12 483.4]1 517.3 2 237.4 | 1-1Х-1954| IX 
0 446.5 | 168.0 127.8 | 735.4 629.5 |1 027.6 983.3 | 621.3 350.4 | 445.0 464.7 |2 197.7 2930.1 | 486.8 396.0 |14 789.8 14 318.3|1 739.7 2 982.7 | 1-1Х-1955 
5 422.5 | 190.2 175.1 | 776.2 656.9 |1 115.7 1068.2 | 668.5 419.0 | 520.4 435.8 |2 492.1 3 535.1 | 528.9 496.8 |16 468.5 15 798.5]2 094.8 3 550.4 | 1-1Х-1956 
4 66.9| 69.4 15.6] 37.0 42.3| 101.6 57.0| 60.6 38.5| 18.3 27/7| 365.4 211.8 | 42.0 20.7 | 2509.2 1 387.7 1-1Х-1954 x 
3 68.0] 133.4 17.8] 59.9 45.0] 141.1 53.0] 71.9 38.6] 28.4 32.0] 545.0 271.9 | 67.6 24.3 | 3514.4 1579.8 L-IX-1955 
7 102.3 | 118.7 20.1] 87.0 49.1] 165.2 72.9| 84.4 48.5 | 42.9 39.9] 667.7 348.5] 94.1 32.7] 4073.3 2017.5 1-1Х-1956 
case ee Ole 0-03 25 25 63| 295 14| 21 0.5| 609 301) 3.5 2.0] 7743 390.21 760,5 2:020.4.|1-1x-1954)) ХТ 
4 0.1 04| 26-228 7.5 83| 33.2 18] 2.6 0.2| 819 37.1] 62 19| 1035.5 418.31 940.9 2296.3 | 1-1Х-1955 
600.21 06:1 27 48 73 122) 455 21| 1.8 03| 1071 61.3| 59 3.0| 10760 — 572.412 113.3 2865.1 | 1-1Х-1956 
3 410| 51 62] 47.4 36.0| 1021 86.2] 28.3 23.7] 44.5 22.2 | 373.7 364.1 | 15.0 19.9 | 1820.0 1373.6]2 548.0 2 320.9 | 1-1Х-1954| ХИ 
4 37.0] 13.6 8.3| 40.8 34.6 | 101.6 76.3 | 34.9 26.4 | 48.6 30.7] 477.8 357.6 | 23.0 21.6 | 1904.0 1441.9]2 414.4 2 284.8 | 1-[Х-1955 
7 396| 167 83| 50.1 33.6| 121.5 918| 37.3 30.9| 38.6 33.5 | 558.8 406.2 | 23.6 21.5 | 2196.7 1467.1|2 784.9 2 673.2 | I-IX-1956 
6 125| 111 16| 81 165| 75.5 66.0| 17.4 324| 11.1 12.1] 371.8 282.9 | 21.3 21.5 | 4901.7 3596.7| 778.8 653.1 | I-IX-1954| XIII 
Я 97| 113 17| 72 19.4] 810 73.8] 20.7 332| 11.3 16.0| 4969 3614 | 28.2 29.9 | 5272.0 3817.4| 881.8 762.3 | I-IX-1955 
5 83| 183 66| 7.5 222| 92.7 86.6| 22.7 39.3| 16.5 ТА | 522.4 439.4 | 28.2 32.2 | 5369.5 4067.8| 900.0 907.0 | 1-1Х-1956 
В 11 19| 48 83| 389 13.5| 15.0 39| 31 2.6) 1141 69.8) 3.5 73| 1731.7) 1534.6] 312.8) 182.7 | 51-1954 | ХУ 
4 382| 14 22| 21 87| 429 14.5| 169 44| 39 28] 1480 74.6| 8.8 7.0] 1778.4 1601.1] 338.7 176.8 | I-IX-1955 
6 428| 07 20| 27 11.6] 312 187] 201 44] 120 3.0] 1618 81.6] 110 91] 1955.9 1676.1] 357.6 213.5 | I-IX-1956 
7 385| 34 65| 122 131] 361 33.0] 14.2 12.4] 11.7 14.2] 226.1 2967| 9.2 17.7] 1229.5 1346.9) 785.2 1 304.4 | 1-1Х-1954| ХУ 
6 264| 186 94| 14.5 13.2] 50.5 31.9] 15.6 169] 14.5 23.3] 254.2 321.2] 10.3 20.1} 1353.4 1423.4) 957.5 1 310.6 | I-IX-1955 
325| 108 11.4] 17.3 19.3] 58.8 45.1] 14.8 21.4] 11.2 20.5] 296.2 371.2) 15.4 23.3 | 1610.3 1 624.7/1 065.3 1 547.3 | I-IX-1956 
8 204.1 | 90.2 31.7] 109.8 118.5 | 356.7 262.0 | 165.0 112.3 | 90.8 79.3 |1 512.0 1255.4] 94.5 89.1 ]12966.4 9629.76 185.3 6 481.5 | I-IX-1954 XVI 
1 182.7| 178.4 39.8 | 126.1 123.7| 424.6 257.8 | 193.2 121.3 | 109.3 105.0 |2 003.8 1423.5 | 144.1 104.8 |14 857.7 10 281.9/6 533.3 6 830.8 | I-IX-1955 
6 229.7 | 165.4 49.0 | 167.3 140.6 | 476.7 327.3 | 224.8 146.6 | 123.0 114.3 |2 314.0 1708.2 | 178.2 121.8 |16 281.7 11 425.6 7 221.1 8 206.1 | 1-ГХ-1956 
2 635.3 | 240.6 166.9 | 848.5 690.3 |1 276.7 1 137.9 | 727.2 426.4 | 452.7 482.9 |3 209.9 3 735.9 | 442.0 444.9 |25 736.5 22 113.117 702.6 8 718.9 | 1-1Х-1954| XVII 
1 629.2 | 346.4 167.6 | 861.5 753.2 |1 452.2 1241.1 | 814.5 471.7 554.3 569.7 4201.5 4 353.6 | 630.9 500.8 |29 647.5 24 600.2/8 273.0 9 813.5 | I-IX-1955 
1 652.2 | 355.6 224.1 | 943.5 797.5 |1 592.4 1 395.5 | 893.3 565.6 643.4 550.1 |4 806.1 5 243.3 | 707.1 618.6 |32 750.2 27 224.119 315.9 11756.5 | I-IX-1956 
8 82.6| 69.5 15.7] 42.2 55.2 | 140.6 90.7 | 101.9 49.5 | 22.8 31.4| 564.8 438.8 | 49.3 27.1 | 3873.5 2451.0|3 719.2 4 055.6 | 1-1Х-1954| XVIII 
4 87.2 | 134.3 18.3 | 68.2 57.2 | 203.5 88.3 | 125.0 53.6 | 37.3 35.2| 861.8 534.2 | 78.5 32.9 | 5331.2 2712.63 842.5 4 374.7 | I-IX-1955 
6 120.6 | 125.0 20.8 | 99.8 66.5 | 249.8 130.8 149.1 72.3| 48.7 46.9 1067.2 660.4 | 113.1 43.1 | 6 140.8 3487.34 159.6 5 183.6 | 1-1Х-1956 


taly, Greece, Spain, Portugal, Yugoslavia, Turkey and miscellaneous continental 
nd non-continental European countries and territories. 


Jenmark, Sweden, Norway, Finland. 


т 


Liberia. 


A Bulgaria, Czechoslovakia, eastern Germany, Hungary, Poland and Rumania. 
i United States, Canada, Latin American dollar countries, the Philippines, and 
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Exports of selected European countries and the United | 
Millions of | 


в of destination Nigra ADEN ee LATIN AMERICA в Be 
and period UNITED STATES CANADA 
Exporting country 
and commodity group oe ag 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 1953 1954 1 
UNITED KINGDOM 
1 Боос. drinksand побассо eimai clone 85.9 89.6 98.9 67.6 71.4 80.4 18.3 182 185 14.6 15.6 14.8 177.9. 19830 > 21 
ae 0.1 4.4 3.6 3.7 7.9 7.5 27 71.9 69.8 3 
2. Mineral fuels and petroleum products ...... 4.9 3.8 3.8 0.5 0.2 E к 
3. Metallic ores and base metals. .......... 66.2 47.2 48.5 39.9 25.0 28.5 26:3) 222 ee, 18:0" 25.3 26:8 163.1 = 194.02 
of which: Iron and steel ...... Beil AH FEN || 1 9.2 7:4 | PIES VERY kee 13:3 HAPS APES 128.0 160.4 17 
As Oil-seeds; fatssand © cs ome eee 6.6 51 95 5.6 3.7 1.8 1.0 1.4 7 0.2 0.5 0.6 4.5 4.2 
Srlextile;ibres: naturale: и. © в в п cil 34.0 31.4 42.9 176, 18:6 27.2 16.4 12.8 15.7 1.1 We} 0.8 17.7 19.0 2 
6. Selected construction ‘materials ....... 10.6 10.0 18.2 8.3 2.6 8.5 Е 7.4 9.7 3.6 Sul 52 65.9 65.8 7 
je iOthersraw,materials ees с ее 6.9 6.2 ee 5.8 Sai 5,5 1.1 tet 1.7 0.4 0.8 0.6 7.4 8.9 1 
8: Metal manufactures, вое о ое eects 26:6 125.2. 22:1 9710,8 0:3 16.9 14.4 11.8 9.4512. ANS 162.8 152.2 18 
9. Power-generating (except electric) machinery Тб. 141 940) O24) 3.3 14.6 13.8 10.8 6.0 8.5 8.8 81.6 87.2 8 
10: Asriculturalsmachinery ose. i.) mentee) ee ss) + eee 2:5 2.2 yd 1.4 2 12 ГИ 1.0 0.9 1.3 1.8 1.9 13.3 14.9 1 
5 etal-working, mining, construction and other indus- 
is ee anal 5 Е io 7 И ages 46.8 43.7 43.4 | 20.6 21.9 20.0 | 26.2 21:8 23.4 35.8 28.9 32.0 258.4 265.0 26 
12 ессно асе peace: ies) ее ee see) Se 24.4 24.7 30.5 5.4 6.1 12.0 19.0 18.6 18.5 15:3 “197.6 18:3 231.5 221.9. 23 
ПЕ Чате ОЕ о о мю бою бо ао 5.9 10.7 8.0 1.8 7.2 5.5 4.1 305) 2.5 4.4 5.4 6.3 32.4 39.6 4 
a te Railwayavebiclesice Е р So) a Pabst cues 6.3 4.5 37 — — 0.1 6.3 4.5 3.6 7.3 4.0 2.9 57.1 66.9 5 
15; seRoademotor еее В нее 64.8 50.0 44.2 | 33.0 32.6 28.2 31.8 17.4 16.0 19:0 181 165 255.3. 306.5 35 
16: Othersvehiclesy ЕВ Бе ее 23.0 21.0 42.4 10:9 13.2 =23.9 12.1 Heh) BRS 31.3 22:0. 5) 16.4 82.2 77.4 8 
Овес ь 41.4 40.3 38.9 | 23.7 20.4 19.2 17.7 19.9 19.7 26:3 43:0 3354 2081 2772 27 
18. Textile manufactures and clothing ....... 149.7 123.3 136.4 73.6 64.6 75.8 76.1 58.7 60:6 35.2 37.4 30.6 470.3 469.6 41 
of which : Textile yarns (including synthetic fibres) . | 15.1 12.2 19.1 3.4 3.8 С Nir JE EY 8.4 10.4 135 134 “10:6 68.1 68.6 7 
Gottonfabricsme armen nee а м о 95 EL И INO 7.0 5.8 6.7 6.1 4.9 4.3 2.7 3.0 2.3 173% 15908" As 
Other fabrics споров ба 100 84:5 9Я.0 | S045 “45:5 52.7 9:7 3901 4153 Уз e202 eT ge, 198.0 212.5 18 
19. Paper, manufactures of wood and paper (excluding 
furniture) Pe A aes se te es se eee 37 5.0 5.0 2.6 37 3.4 УТ 423 1.6 1.4 2.5 2.8 43.5 52.5 5 
PAU ооо И os Sg бо 6b ooo ao bo 107.8 113.4 126.9 S03) 51:59) .68:4. 57.5 161-9 58-5 16.0 20.7 20.0 282.3 318.0) 35 
of which : Instruments and watches .......- 4.3 3.7 3.3 21 УТ 1.8 2.2 29 1.5 1.3 1.8 1.8 19.3 22.0 Z 
ОТАР EXPORTS И А, Soa uel tk cS 734.8 673.2 740.7 | 375.5 361.9 423.3 | 359.3 311.3 317.4 | 254.5 278.3 254.6 |2687.2 2908.7 297 
FRANCE 
i=) ood, drink and tobacco). . eee = al. noe aoe 16.3 13.4 9.7 11.4 28.6 3 
of which : Cereals and preparations. ....... DS | 0.1 0.1 0.8 3.6 
СИИ о sis eee D2) 0.7 3 0.7 0.9 
Beverages te О Ryn ae ec ee Tey 9.1 10.0 6.3 9.4 F0.6. и 
2. Mineral fuels and petroleum products ....... 1.1 1.0 13 19.6 19.7 1 
3. МеашШе огез ава base metals = 2 2522. 295 ь 36.8 46.6 45.5 20.8 14.7 3 
OjawhichtaOvestand Scrap yi ahi ae) Ge) eae — — — 0.2 0.1 | 
fronkand ее 5 ее Stew | tf Sts se 34.1 435 44.6 20.5 14.2 2 
AmOil-seedsiatatsyand OuS ооо вов 3.0 2.6 0.6 0.7 0.6 
55 ЗОО НЕЙ вв р оо cae) © ae cee) Seek 2.7 6.4 5.9 0.3 0.2 
6. Selectediconstructiontmaterials) нь 19 2.6 2.9 5.9 0.9 
emOther fawsmaterials еее ее 1.5 ZA 1.8 0.3 0.3 | 
Sa СИЕ а ав ооо sue боба ; 124 107 8.3 3.9 2.6 
9. Power-generating (except electric) machinery ... . 4.5 4.4 4.3 0.8 1.1 
1OMpAgricultural machinery 290 ean ee lean ere 0.6 0.4 0.3 0.2 0.2 
11. Metal-working, mining, construction and other indus- 
trial machinery seen ee лир 267 237 23.9 2.6 3.0 
2 ОНА о оо боссов 5.9 6.9 So 0.8 0.8 
15. Тгасвогз, other than зат. - 2+) = = «| - 3.3 3.4 4.6 0.3 0.3 
ave Вау ау ешо ео fas 28s erm ue но a ae 2.9 3.4 1.2 4.0 5.8 
iS seu oad motor vehicles usm) somes ie ote ee aie ь с 8.2 8.3 5.8 3.0 6.0 | 
ПО. Оч а о. Gc ооо 3.0 1.4 2.1 0.1 25 2.3 15.2 3.6 Be 
jem ан о а о о с. 18:6 17:21 22.0 1.6 30.8 30.8 28.4 14.8 Worf 1 
18. Textile manufactures and clothing. ........ 35.4 33.1 38.9 82 ПС) Е 9 157 514118 
of which : Textile yarns (including synthetic fibres) . 5.2 6.4 8.5 0.7 ЕД А 9.8 5.4 7.4 1 
Cotton} fabrics еп о о о 1.0 1.0 1.2 0.1 0.1 0.4 0.3 0.9 ne 
Othersfabrics 1. ее И Sey 3 ИВР ТЕМ AES} 22 4.3 55 4.2 М И 7) 
19. Paper, manufactures of wood and paper (excluding 
ПО cau ey eee A cel ee ас 1.9 13 1.4 0.2 0.9 1.8 2.1 1.6 
РА ео ББ оовооювов о 24.9 28:2 37.6 4.4 1423 Geel 7:3 815.2 8.6 11.6 1 
PLOTALPEXPORTS.W5 aio си ee 184.2 167.7 203.4 | 161.3 147.3 181.1 22.9 204 22.3 | 1942 210.6 201.0 118.4 142.8 16 


Sources : Зее Appendix В. 


4 Including unallocated exports. 


а Including British colonies. 


с For all countries except France and the U.S.A. trade with Indochina in 1953 and 1954 included in 
trade with Indochina for all years are included in “ Other Overseas Countries ”. 


е For 1953 Liberia not included. 


b Excluding the sterling 


figures for “ Affiliated overseas territories ”. 


For France and the 1 


in commodity groups and by area of destination 
) prices, f.o.b. 


AFFILIATED 
OVERSEAS 
ERRITORIES 5; С 


OTHER OVERSEAS 
COUNTRIES с 


TOTAL OVERSEAS 
Countries @ 


WESTERN EUROPE 


EASTERN EUROPE 


TOTAL WoRLD 


A-15 


of which: 


DOLLAR AREA @ Group 
1954 1955 | 1953 1954 1955 || 1953 1954 055 1953 1954 1955 | 1953 1954 1955 || 1953 1954 1955 | 1953 1954 1955 
4 Bee 7.4 | 30.6 23.4 19.7 С Seek ЗИ 89.9 92.3 90.1 4.7 11.5 10.3 410.5 436.9 457.5 | 95.4 100.1 109.8 if 
: 23:1 8.6 9.9 62 108.8 120.8 67.3 241.51 5252.5 250.6 — = = 350.3 373.3 1317.9 Se и им 2 
3 2.1 2.9 | 16.9 15.9 23.7 267.5 284.6 308.9 135.51 37.3143 5 о Ge Я || СУТ Зо ро | Sta) Saleh 05 3. 
Semen 25| 129 7 216 201 || 11901 2228 2410 To Smee Th CAD | 05 12 ] j | | 
; } ; } (OE || ал аи Ил |9’ GO SVL 
0.6 0.1 O8eri3- 12 IPI TE OS TO WO SENS 0.5 04 2.0 19923132710 681558830 4. 
: 0.1 0.1 | 19.4 15.0 22.6 023 61018373 83.2 88.9 91.5 5.0 13.9 10.6 160.5 169.8 189.4 | 34.9 32.7 43.6 5 
1.4 1.4 434-45 4.5 85.6 86.8 102.4 BS 6—7 = ies а 989 1014 1195 | 138 130218 6 
2 0.3 0.3 0:85 08-0 41.8 157 1210 20.4 1945 237 25:9 0.4 0.3 0.5 | 
Е т 35.5 41.0 46.8 7.0 6.4 7.4 я. 
4 а 9.12.8119 150 219.1 205.5 213.0 93.2 104.6 112.5 On OF On 312.5 310.3 3256 | 33.3883.1880.5 8. 
4 т ‘a al отт 118.2 126.4 131.8 о СИИ (8 0.5 1.0 0.6 NG Ай TE |203 OS Te 9. 
ь . . 14 2.0 19.4 1 621.6 217 о 9 FENG = Oi 09 32.3 348 362 ро 3 BA 10. 
ree: 5 В 10,1) || 2819. 282.283 382.3 375.3 380.2 173.5 178.4 189.0 3.6 4.9 13.8 559.4 558.6 583.0 | 64.0 62.9 62.9 11 
6 3.4 31448 17.5) 977 213 292.3 285.3 322.4 8601906, 927 8.0 7.4 99 381.4 383.3 425.0 | 31.9 34.6 40.9 12. 
9 2.6 3.0 п SiO, 4 74:8 213 461.3 469.5 ы Сы eoteS = с = 92.8 106.5 120.8 es SAR Gell 13. 
3 1.6 0.9 7.0.156 459 79.0 82.6 71.0 16.6 11.6 10.6 По as} xy 96.8 94.5 81.7 ОВ 50 #0 14 
ИО: 10:3 | 22:2) 189. 256 371.0 404.2 450.9 153.9 177.1 158.0 0:9 10:5 111 525.8 581.8 610.0 | 74.5 59.9 54.1 15 
8 4.0 4.2 | 38.1 41.5 32.0 179.4 165.9 183.6 233 910 9 98.9 = = «& 252.7 256.9 282.5 | 42.2 69.4 65.8 16. 
6745142 1319 °40°6.—5 1.0 Е ИЗ С 132.1 172.0 166.2 2.6 3.6 3.4 || 449.8 588.4 587.3 | 55.6 58.2 55.3 7: 
р 174 19.4 |370 37:2 440 705.4 684.9 641.1 219.0 207.8 193.3 08 3:2 23 || (925.2) 8959 837.2 1171.3 14591577 18. 
2 0.3 0.2 9.4 9.6 10.4 106.3 104.1 110.7 63.5 63.5 56.9 фи PE РИ 170.5 170.4 169.7 | 23.1 20.4 26.0 
7 | 102 77 78| 2106 1931 1667 322728 PG Ss es || даа 20°о оо Ге про 50 
0 3.6 3.9 | 15.8 18.1 24.6 || 335.1 338.9 329.1 94.7 95.5 98.0 0.1 0.4 0.6 || 429.9 434.8 427.7 |111.3 96.5 106.1 
3 0.4 0.4 Gel 2 50:5 62:3) 65.1 05 12.0 05 = @ 7 GO IBS FEO AS 5 958 19. 
1 9.7 9.3 | 29.9 29.8 34.4 || 444.1 491.6 527.9 195.841213.2 12179 GA 5 50 646.3 710.2 751.3 1117.5 124.2 138.3 20. 
5 0.5 0.7 29425. 29 27.8 30.5 344 FERS WEL WERT 03 Ol OP 40.5 44.3 49.3 и а м 
7 120.3 117.8 [320.9 320.2 362.6 ||4101.1 4200.7 4449.8 |1839.9 1985.7 2015.1 | 35.9 59.3 82.1 ||5976.9 6345.7 6547.0 |871.1 855.8 895.4 are: 
№ 229.6. 231.9 | 48.5 61.9 34.1 310.58 377.78 353.08| 167.7 288.8 394.1 1.3 25.3 65.2 || 482.5h 694.7h 814.84] 44.8 54.6 50.6 1 
В 58-4 1205205 107 36:2 162.5 1563 И. КУ А = Иа си BYE) побж 255 a (OP DE 
в 79.3 20.7 ЧО 27 32.98 32.32 3182) ‘365 413 503 04 OF OO 70.4h 74.6h 83.3№| 55 60 6.3 
и 15.5) 140" 0:6 102.18 106.28 82.18| 75.8 91.4 83.0 0 Teh Oss 178.9h 200.2h 166.7В| 30.9 35.2 30.9 
Ве 852 | 31.3 242 15:3 128.7% 123.0% 112.71 | 155.9 160.2 233.4 sl 0 = 297.0] 294.6] 357.07] 1.3 0.3 0.2 2 
8 56.2 ‘624 | 37.7 30.8 38:8 181.1 165.6 202.1 201.6 254.3 337.5 | 20.1 11.9 20.0 || 402.8 431.8 559.6 | 51.2 35.1 44.6 3 
1 = = 02 3.0 13 0.4 50.8 63.2 68.8 Oe = Bul 53.9 64.5 69.3 RS A OS 
В SO8 1576 | (35:6, 26.8375 161.8 150.0 189.8 134.5 173.5 249.8 | 19.2 11.2 19.8 || 315.5 334.7 459.4 | 41.7 30.1 40.0 
5 6.5 9.2 ОЗ 90:7 196 124) 112 6.3 3.4 3.2 Oe и Oy 26.2)  И5О Паб ОЗ 4. 
0 2.5 РЗ 64 184 23.4 19.6 24.4 105.4 127.6 139.3 2) 3 99 130.8 150.4 170.9 PU ОИ 5. 
в 25:5. 22:4 С 37198354 1834.6 10.5 13.6 9 14.3 012802 10:4 48.6 49.2 49.3 34 28 4.5 6. 
2 149 169 26 28.3 268 31.1 ies ЗИ Ss} Oy igh 1 100.5 109.6 144.8 Me GH OS 7 
ВЕ 651.0 | 16:8 13.7 102 82.3.1509] 7.0 15.9 19.3 21.0 0.8 0.5 1.5 99.0 111.5 99.5 НС KO) 8. 
13.5. 7.13.5 Де, 2) 9A 23:4 22.7 823.0 9.4 ey 08 0.4 0.3 0.8 33,2) 30:9 sal NO NOTE 9. 
6 5.2 4.4 и» 0:1) 0:3 5.6 5.9 5.4 4.0 3.8 3.5 И — = 9.7 9.7 8.9 О = = 10. 
р 469 429 | [2:8 11.2 83 95.0 88.3 85.5 62.2551 ee 66:1 зи 2 G/ 160.3 14577 153:3 |! 16.1 to 7 a6 11. 
© 40.2 391 111.6 10.4 785 57.9 60.1 58.2 2126. 1131.8 296 re eT 80.5 94.1 88.9 Bu aan Sal 12. 
3 3.6 3.3 02 — 01 6.1 7.3 8.2 1.6 1.4 2.1 5 = = Ta 37 1103 Ее. 03 13. 
Я Te 6.7 O52. 3.4" 16 15.6 198 11.4 8.8 6.0 19.0 Oye <= yy 200 IEE 505 р о 14. 
6-70: 86:2, | Г3: 13.7. 12.4 91.7 109.1 117.5 42.1 ° 52.0 58.5 ов м № 134.6 162.3 177.9 De DP AMG 15. 
5 10,2 12.8 5920.0’ 8.2 23.5 39.6 40.7 3.9 7.3 7.9 SF = 27.4 47.6 48.6 355132118 16. 
9 103.8 121.6 | 39.3 53.6 45.2 183.4 0223:508 2375 102.1 131.9 155.4 501 5.9.669 295.5 361.3 399.8 | 24.7 24.7 29.1 17 
7 195.4 182.4 | 92.9 80.2 49.5 329.6 1352613121 139.1 162.9 193.6 3.2 8.8 5.0 || 471.9 524.3 510.7 | 42.5 42.3 47.5 18 
р 9 |149 170’ 14.5 50.2 60.0 56.9 Е БО PeLLLLO э в YS 125.9 148.9 170.7 9.8 12.9 14.2 
8 920 70.8 | 42.1 36.5 17.6 || 120.4 131.5 91.4 HER A tat S| > = 127.8 139.9 99.5 | 10 10 13 
Оо 057 3428 24.9 1506 ||| 130.0" 126.11 120.0 47.0 56.3 58.7 23 55 20| 1783 1879 1807 | 125.21 21-258 
6 25.5 29.6 80 17:8” 6-2 37.5 38.0 41.9 191 24.4 30.2 0.3 1.4 0.8 56.9 63.8 72.9 231820 19. 
7 194.1 189.3 | 42.4 42.7 27.4 267.9 293.9 282.7 93.5 111.4 121.9 13 2.7 3.2 || 362.7 408.0 407.8 | 31.0 36.5 44.6 20. 
TOTAL 
8 1200.0 1213.4 |387.4 391.2 285.3 ||1954.0 2112.7 2070.2 |1242.0 1544.8 1953.4 | 41.0 68.0 122.2 ||3 252.3 3739.6 4159.2 [253.4 257.3 282.4 


h Including ship’s stores. 
i Excluding bunkers. 
J Including bunkers. 


res for 1953 are not fuliy comparable with the following periods; in 
SITC item 732-06 (part of road motor vehicles) has been included 
oup 16 “ Other vehicles ”. 


iding ship’s stores. 


EXPORTS 


А-16 


Exports of selected European countries and the United ; 
Millions of « 


Area of destination 
and period 


Exporting country 


NORTH AMERICA 


of which: OVERSEAS STERL! 


LATIN AMERICA AREA @ 


UNITED STATES CANADA 


end comeioaity gt2uD —____ | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1 
] 
WESTERN GERMANY 
1. Food, drink and tobacco. ..... 17.3 19.9 19.9 1711954 1952 0.2 0.5 0.7 3.1 3.6 8.2 4.8 ie" 
2. Mineral fuels and petroleum products 2.6 3.1 3.0 Dam 31 30}; — — — 0.4 1.0 0.9 1.2 . 
3. Metallic ores and base metals . . 34.9 34.3 30.0 34.3 32.5 28.2 0.6 1.8 1.8 32.6' 42.5 40.3 121 16.0 
of which : Iron and steel РО И TES Peps lS) 9.7 0.6 1.7 1.4 26.2 37.6 © 370 41.0. 13.0 
4. Oil-seeds, fats and oils . . . 1.9 2.4 0.8 1.9 2.1 0.8 | — 0.3 — 1.9 1.4 1.2 0.4 1.3 
5. Lextile fibres, natural! т... 5 1.9 1.1 1.5 1.9 1.0 1.4 | — 0.1 0.1 0.1 0.1 0.1 — ah 
6. Selected construction.materials ...... 4.0 5.8 12.2 2.8 bi 19 13 2.6 4.3 14.6 8.7 9.7 5.2 } 
7. Other, гам materials ...... А. 5.6 6.3 6.3 55 6.2 6.1 0.1 0.1 0.2 1.0 1.2 тт 0.7 0.8 
8. Ме] manufactures и... 16:1 =26:0' 129.3 13:4 21:91 25.0 2,7 4.1 4.3 29.6 З7Т 31.8 21.6 9 25.7, 
9. Power-generating (except electric) machinery: 0.7 0.5 0.8 0.6 0.4 0.7 0.1 0.1 0.1 12.1 11.6 12.4 8.3 8.6 
10. Agricultural machinery . 0.1 0.3 0.4 — 0.1 0.3 0.1 0.2 0.1 2.3 2.1 2.0 1.0 #3 
11. Metal-working, mining, construction and other indus 
trial Bey 5 ‘ <p ee Фе: № 32:7 34.0 437 28.2 128.2 (136.8 4.5 5.8 6.9 69.4 71.0 72.6 59.1 50.5 
12, -Electricomachinery +... : 31 5:2 8.7 РАЙ 4.3 7.4 0.4 0.9 1.3 33.8 54.4 46.4 18.3 22.4 
13. Tractors, other than steam ..... — 0.1 0.1 — 0.1 ПИ = 8.2 5.2 18.3 1.8 2.7 
14. Railway vehicles. ........ — — 0.1 — == О — = = 5.2 9.5 5.0 16.0 16.8 
15. Road мог: ме... 4.7 10.5 36.1 3.2 8.3 30.6 #5 a2 5.5 25 26.8 27.1 6.5 18.9 
16. ЧОег уе ое, Зе. RS, 2.0 6.4 10.3 2.0 6.3 10.1 — 0.1 0.2 7.9 11.0 12.9 2.5 6.9 
i 7c Chemicalsie- не, ое 45.2 31.8 40.3 42.0 28.4 34.1 3.2 3.4 6.2 537-4 76:9 70.2 50.4 65.0 
18. Textile manufactures and clothing . . 77 15.3 26.1 14:7 12:422.3 3.0 2.9 3.3 9.2 12.4 11.8 32.4 444 | 
of which : Textile yarns (including И. bres . Pi 3.8 70 Ey) 359. 1058: 0.2 0.3 0.4 4.2 4.9 4.2 4.8 8.3 
(Cotton fabrics tee. ое о ae 1.7 1.6 2.0 0.8 1.0 1.4 0.9 0.6 0.6 0.6 1.0 0.9 9.8 10.0 
Other fabrics sits а. 8.1 6.5 8.6 6.8 5.3 7.0 У he) 1.6 35: 4.8 5.1 46:6 №237 
19. Paper, manufactures of wood gad ae (excluding 2.0 3:2 4.0 1.6 2.9 97 0.4 0.3 0.3 2.3 3.4 3.8 1.6 ps) 
furniture) eae о А cs) eek ae Ass a М, ae 
20.eAlliother;commodities’ ay. Wie. Ss Se 80.8 18.3 . 95.2 73.5 68.9 84.4 7.3 9.4 10.8 35:6 50:5 45.8 33.3 47.6 
of which: Instruments and watches . . . Bey | ZAKI 35.7 30:3: 24.9. 30:7 33 4.2 5.0 10.3 3.8 14.1 Dee: ЧИ 
ATOPRAL EXPORTS рее 273.3 284.5 368.8 | 248.0 249.7 322.7 | 25.3 34.8 46.1 348.4 429.5 416.6 | 277.2 346.4 4 
ITALYJ 
1. Food, drink and tobacco. ...... 29.2 30.4 32.4 ARO PH РЗ 33 a5 4.6 4.4 6.4 6.4 10.5 10.3 
of which : Cereals and preparations 0.6 0.8 1.6 0.4 0.8 1.0 0.2 — 0.6 — 0.1 0.1 1.9 1.8 
О И bo 6.9 4.0 4.2 5.1 2 2:7 1.8 L3 £5) 0.9 1.2 0.9 3.2 2.0 
О ое о 6.0 7.6 8.6 5.5 6.6 7.2 0.5 1.0 1.4 0.9 1.6 1.2 3.6 4.6 
2. Mineral fuels and petroleum products : 0.8 0.6 0.3 0.8 0.6 0.3 40.2 36.1 
3. Metallic ores and base metals. ........ 7.2 4.4 4.9 6.7 3.7 4.0 0.5 0.7 0.9 4.8 14.2 12.7 4.3 29 
of which: Iron and steel ..... SHA 2.8 2.1 Sy 2.1 1.2. 0.5 OF. 0.9 2.5 8.9 11.4 3.6 2.0 
4. Oil-seeds, fats and оз .... СИ ok 4.1 4.9 4.4 3.8 4.7 4.1 0.3 0.2 0.3 2:2 2.5 0.7 0.7 0.6 
Sop ТехШе fibres;.natural, Л. ды де pa 2.4 2 Die 23. 22 — 0.1 — 1.0 1:5 1.0 0.1 0.2 
6. Selected construction materials 2.1 2.1 3a 1.8 1.9 2.9 0.3 0.2 0.2 2.1 pre 22 0.8 0.8 
7. Other raw materials 5 OR ieee И “ch 6.2 5.5 8.3 51 5.1 7.8 0.5 0.4 0.5 2.8 5.7 4.0 Т.Е 1.3 
зама талаеасте 8 =: des ор 3:7 6.5 4.2 3.4 5.8 3.6 0.3 0.7 0.6 2.4 4.7 6.1 2.2 3.4 
9. Power-generating (except electric) machinery ... . 0.8 0.4 0.5 0.8 0.4 0.5 — = = Shit 5.1 5.7 0.4 0.8 
10. Agricultural machinery. ....... — — — — — 0.5 0.3 0.5 0.1 0.1 
11. Metal-working, mining, construction and other indus: 
trial machinery Weg An A ee es. (Sa 11.7 8.5 9.1 10.5 Neth 8.0 £2: 0.8 1.1 21.6 23,4 29.9 4.2 5.6 
12. вЕесвте machinery. 5 ее с мазь ИЕ 0.6 0.4 0. 0.6 0.4 061 — = = 9.5 6.2 3 1.9 1.5 
133) dractors, other than steam о-ва — — — — — — — — = 7.6 5.3 10.1 0.3 0.2 
14. Railway vehicles. ...... Alp Hog Go вы — — — — = a ЕЕ: = au 3.8 
US ивоас аорте еее ое 2.4 17 2.9 2.4 1:7 2.9 | — — — а) 9153. За 3.9 4.2 
ИФА ТЫ Сб, о sys в Res 1.4 0.3 3.9 1.4 0.3 3.9 2.8 1.6 1.0 1.1 0.2 
Пи ао у оо ges Wala Ate Ree Ве oes ee ORy he 9.6 9.7 10.4 9.3 9.4 9.9 0.3 0.3 0.5 oye | 10.1 10.0 5.4 У) 
18. Textile manufactures and clothing. ....... 9218 27.9 38.3 29.5 25.5 OO 3.3 2.4 2.9 11.6 15:2 15.0 85.7 83.8 
of which : Textile yarns (including synthetic fibres ie PRG 1.8 9.3 25 1.6 9.1 0.2 0.2 0.2 2.6 4.8 6.9 23.1 28.6 
Cotton ато... 3.0 3,3 Sal 2.9 1} 2.9 0.1 0.1 0.2 1.0 4.2 1.2 9 эл 
Gilet JADTICS. ры ее 209 17.21 10:0, до ОБО НО 2.4 1.6 1.9 6.5 hoe 95 22:5 etl 
19. Paper, manufactures of wood and paper (excluding 
furniture) yo Be PAS ee eee. eee ee 1.7 1.6 1.7, 1.6 1.5 1.6 0.1 0.1 0.1 0.7 0.9 0.9 15 2.2 
20. АП other commodities ee © 15.0 7.3 9.9 13.9 6.8 9.3 fi 0.5 0.6 4.7 4.2 4.2 5.4 4.0 
ILOTALNEXPORTS: Tl? баг АИ Ро 131.5 


114.6 137.1 | 120.3 104.9) 124.3 |1111.2 19.7” 12.3 91.6° 125.4 142.8 | 172.9 169.2 1 


Sources : See Appendix В. а Including British colonies. 
Figures for 1953 for Italy are revised in conformity with new series of volume-indices calculated by Central Statistical Institute, Italy. 


6 Excluding the sterling area. 


с See footnote С on page A. 14. d Including unallocated е 


mtinued) 


in commodity groups and by area of destination 
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1953 Liberia not included. 


У Excluding ship’s stores. 


g Including ship’s stores. 


h Excluding bunkers. 


) prices, f.o.b. 
ATED. OTHER OVERSEAS TOTAL OvE 
RSEA‘ т 
о as CouNnrTRIES С ее г WESTERN EUROPE EASTERN EUROPE ToTaL WorLp D oes ie ae 
1954 1955 | 1953 1954 1955 1953 1954 1955 1953 1954 1955 1953 1954 1955 1953 1954 1955 1953 1954 1955 
1.9 21 4.2 4.7 5.9 30.8 3791 40.5 62.1 67.6 103.0 2.4 1.3 9.4 96.68 109.1 155.92) 18:51 217 215 то 
0.6 0.2 0.6 0.7 0.9 4.8h ИОВ 5.8 й| 331.5 368.6 368.8 0.6 4.5 4.7 347.41 400.21 407.07 я a 3. 2 
4.3 3.4 2:6 138. =32.7 104.5 135.2 126.9 180.3 248.5 278.8 9:6 ans .1 №1230 294.4 396.8 428.7 44.6 54.3 57.4 3 
ih Sul L935 W307 924.6 83.3 102.0 91.7 129.8 169.2 193.5 05 10:0. 6 121 222:08231:2 297.3 33:5. 36.1 9.4 
1.6 1.6 2.6 2.5 2.6 7.4 9.2 7.4 8.5 13.6 23.3 12 1.3 3.0 1 24.1 337 2.0 3.6 1.8 4. 
== — 0.1 0.3 0.2 2.1 125 1.8 19.7 23.0 26.6 0.5 ЧТ 1.8 223 25.6 30.2 2.0 182) 1105) 5. 
3.4 ES i Sit 5.3 6.9 31.7 28.8 38.9 37.1 40.3 50.5 те 0.5 0.3 70.5 69.6 89.7 7.5 11.8 18.8 6. 
0.1 0.2 0.5 0.8 de 7.9 9.2 9.7 35.4 45.8 92,1 0.7 0.6 1.0 44.0 55.6 62.8 5.8 6.6 6.8 is 
7.4 7.0 15.47 20.2. 921.3 88.8 116.4 119.5 89.2 105.2 123.2 1.3 1.4 2.0 179.3 223.0 2447 35.2. 519 1539 8. 
1.4 2.0 5.4 Ves: 9.0 28.2 29.6 34.9 57.8 53.7 67.2 1.8 1.8 1.8 87.8 85.1 103.9 3.1 3.2 4.7 9. 
0.6 0.6 0.3 0.7 0.3 4.1 5.0 5.0 16.6 19.3 23.9 0.1 0.2 0.2 20.8 24.5 29.1 0.4 0.6 0.7 10. 
11.0 8.8 34.2 39.5 48.4 204.5 206.0 239.0 428.1 440.6 528.2 5.7 6.4 5.9 638.3 653.0 773.1 57.9 60.8 77.2 11 
5.2 6.4 20:05 26.12 132.0 79.7 113.3 128.9 149.8 194.1 252.4 3:9 51027; Dell 233.4 318.1 384.0 14.7 25.6 33.2 12 
1.0 a 0.7 1.3 1.6 11.8 10.3 24.4 pele Mag | 28.5 29.1 — 0.9 0.2 34.5 39.7 Е 0.2 0.4 0.7 13 
2.1 2.9 1.4 0.8 РТ, 22.9 29.2 24.6 18.2 17.6 17.0 0.2 — 0.3 41.3 46.8 41.9 0.6 4.7 1.9 14 
8.5 10.5 86 182 220 50.2 82.9 135.8 121.5 WO PRIS 0.3 0.4 0.5 172.0 281.0 389.8 8.5 18.3 46.8 15 
1.3 Lait 17.9 420 42.6 30.9 67.6 78.5 42.2 43.2 53.9 — — 11.9 УЗ 110.8 144.3 8.9 45.9 49.6 16 
5 6.3 61.6 77.4 96.2 215.41 255 283.0 291.2 369.8 429.5 10:3 1116:1 22:2 516.9 641.2 734.7 64.9 62.4 79.2 17 
14. $6 11.5 158 918.2).°16.1 85.3 104.4 Чт 167.4 202.4 236.9 1.5 5:7 7-3 2542 3125 3559 23.1. 5.29.3083 3.3 18 
0.1 0.1 2.0 5.4 5.6 16.7 22.5 32.2 33.1 39.4 46.6 955) 4.6 6.3 by Ps) 66.5 85.1 7.9 6:9, в13:6 
tt 93% 3.6 25 7.3 Does} 20.8 16.4 43.5 43.5 59.6 — O22: 0.5 65.8 64.5 76.5 3.2. AAP} 2:5 
7.9 7.5 9.3 8.6 8.3 40.9 51.5 52.9 69.2 87.6 92.5 == 0.9 0.5 110.1 140.0 145.9 9.1 OS pA hLS: 
0.2- 0.3 1.6 1.5 AT, gi ee 10.6 12.7 14.8 22.0 28.9 0.2 0.6 1.1 227 33.2 42.7 21 4.4 5.6 19 
7.8 9.1 227 260 282 177.41 210.25 239.8f| 228.2 302.4 356.6 2.0 4.6 4.5 408.78 519.3 604.08] 103.2 110.3 127.4 20. 
a “2.7 96 108 Ш 70.4 73.0 86.3 56.2 73:7. 87.5 Иа 0.9 1.1 127.8 147.6 174.9 40.1 36.9 44.6 
77.6 78.2 | 240.8 331.8 372.5 ||1 196.1 1469.8 1668.8 |2322.3 2803.9 3303.4 44.0 71.2 103.813 575.3 4369.2 5109.8 | 406.5 514.3 625.1 ты 
3.9 3:3 TB Se 17.5 . . ь 66.5f| 230.6 1S 3.82.5 313.8¢ 333.1¢ 3301.2) 32.5 353.2 (35.8 1 
05 02 TET 129 я ; г 13.9 34.3 — 0.2 0.1 52.6 45.8 30.8 0.6 0.9 1.6 
£2 Tal 3.3 3 9050 145.5 140.9 155.4 7.3 4.4 4.6 
Beh 1.0 0.9 1.0 0.1 0.3 0.5 53.7 74.3 73.3 6.8 8.8 9.7 
15.6 20.2 1213.5 125.27 165.8% 149.31 0.8 0.6 0.3 2 
0.1 0.2 8.0 3.3 1.3 43.0 47.7 67.1 9.1 3:5 e125 3 
0.1 0.1 2. 1.8 0.5 23.8 29.7 44.7 5.4 6.6 9.0 
— — 0.3 0.4 — 9.7 10.8 8.1 4.5 5.4 4.7 4. 
— — 0.2 — 1.6 24.1 27.6 21.6 2.6 Se 2.5 25 
0.1 0.1 0.6 0.6 0.1 И: 8.0 9.8 3.5 4.2 5.0 6. 
0.6 0.5 2.4 1197 2.0 43.2 52.0 60.3 8.0 8.4 10.3 Te 
0.5 0.6 2.6 2.9 0.6 21.3 29.7 33.3 Е 9.0 6.6 8. 
0.7 1.3 0.9 0.7 19.6 24.0 26.0 1.2 1.0 it 9. 
0.1 — 0.1 —- 15 1.0 1.2 — — 0.1 10. 
8 19| 50 59 90.4 828 1029 | 198 17.3 194| 11 
9% 94| 22, 27 331 306 340 | 38 36 46| 42 
08 03| 02 02 147. 88 «142. | о 
ое Та 988 ols | oe sean te 
55.3 65.1 90.8 4.0 4.0 И. 5 
te oe nee 5 36. 179 164° | BiAle0e.. aa te 
04 09| 80 94 562 80.1 868 | 115 125 140] 17 
128 7.9 | 36.1 36.0 3423 3404 336.5 | 419 389 48.0| 18 
06 0.5| 14.8 167 913 990 1163 | 40 3.5 123 
1067737 26 352 260 9 Но dea al 
97615163195 1820 183.5 163.8 | 26.4 23.6 23.1 
272 14.2 17.1 2.0 2.0 2.0 19 
fois) 4s 42 60.0 526 68.7 | 172 5 а 
42.0 43.7 | 111.1 113.4 i ‘ 566.5 580.6 1301.6 1401.0 1478.0 | 170.8 163.9 191.3 р 


i Including bunkers. 
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Exports of selected European countries and the United 5 
Millions of a 


ны № os os lr a ee toes a Te SS eee 


а of which: 
oi Sse Е Моктн AMERICA LATIN AMERICA Ovens 
——__ 214 period UNITED STATES CANADA 
Exporting country SS ————————— 
Bad commodity group Sees —_ 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 19 


BELGIUM-LUXEMBOURG 


1. №Еооа, drink andstobacco. ве: НЕ 2.3 3.5 2.8 22 3.2. 2.6 0.1 0.3 0.2 0.2 те oe bf ms Е 
2. Mineral fuels and petroleum products ....... — — =— == = = = Fa = ae Е к 
3. МеаШс огез апа Ries oni a Ae eee 8953 546i 56.5 81.1 49.2 50.4 8.2 5.4 6.1 25.8 48.9 41.8 24.6 37.5 5 
Ojawhich Ironvandasteel | В, В. ce И eR op) 46:9 2453 22.5 5.0 Sa 4.0 2306 47.0 383 21.4 3555 eae 
4. Oil-seeds, fats and oils .......- со 2.8 0.1 0.5 2.8 0.1 0.5 — — — Не) 2.1 1.9 0:6 0.7 С 
5. Textile fibres, natural ....... re 4.3 4.9 5-7 4.0 4.7 5.3 0.3 0.2 0.4 1:2 Zell 2.3 0.7 0.4 С 
6m Selectediconstruction лама ee) = eee 13211.54 № 22:2 9:9 9.0 18.6 3.3 2.4 3.6 3:3 5.1 6.8 6.5 8.9 2 
a Other raw materials) ee eee ee ees 919 2.8 3.1 3.5 2.5 2.8 0.4 0.3 0.3 0.1 0.2 0.2 0.4 0.4 | 
8. Metal manufactures “2 5 . 5. «0 4 © os Orn 1104 5 ЧБ 10.5 14.6 16.6 0.9 133 0.9 7.0 10.8 8.9 9.6 97 9 
9. Power-generating (except electric) machinery © 0.1 0.1 0.2 Osi) об © — — 0.1 0.2 0.2 0.1 0.1 0.3 C 
ПОЗА со ата] machinery... -) ne о п о — — == — = == = = = = 0.1 0.1 = 0.1 
11. Metal-working, mining, construction and other indus- 

trialimachinery. eae) cic а > 4.7 5.0 Pa 4.2 4.7 1.8 0.5 0.3 0.4 D2 2.4 4.1 2.0 2.4 2 
12. Electric machinery. .... as DAS 1.1 1.4 Г 0.9 1-3 1.0 0.2 0.1 0.1 4.5 4.4 9.2 2.2. 2.9 Е 
3, вттастотз то фег than steamis ое — — =— = = — = = —— к =: = Е. Ра Е 
14. Railway vehicles. ...... Se A oc — — = = — == — = — 3.3 3.8 6.4 9.6 18.7 : 
15. Road motor vehicles. ...... RABE FUSS S — = 0.1 = = 0.1 = — — 0.4 0.4 0.7 0.4 1.5 1 
16. (Other vehicles... . fee! See о 0.1 0.2 0.4 0.1 0.2 0.3 — — 0.1 — — — 0.1 0.1 ( 
иж еНетатеа 5-5 м: оо < МЕ 16:07 112.2 117 14.4 112 109 1.6 1.0 0.8 7.3 6.4 9.6 14:2. 25.17 zs 
18. Textile manufactures and clothing о cor И : 42.3 37.2, 49.7 34.6 30.5 41.5 7.7 6.7 8.2 9.2 7.1 6.8 19.6 25.0) 2 
19. Paper, manufactures of wood and paper (excluding 

furniture) «eee о ee = В RRS 0.4 0.4 0.7 0.4 0.4 0.7 — — — 0.2 0.4 0.4 0.8 12 d 
ОА Поесть. 36:3 155.4 181.5 3119550:5 175.8 4.4 4.9 5.7 4.0 5.0 6.0 8:2" Зо 

TROVALPEXPORTS Ne) ch cease Fase aS .. | 22822) 2051 -255;9"4)200'6) 1822) 229.0) | 27.6 | 22:95 26.9 70.2 101.6 107.5 105.9 151.3 16; 

NETHERLANDS 

1. Food, drink and tobacco. ..... EST ONS eee ciate 44.8 57.2 46.1 41.5 54.0 41.9 3:3 3:2 4.2 17.3 26.2 22.5 63.8 62.4 6 

of which; Live animals and meat ....... з 28.6 36.9 ~ 25.2 23.6 36.9 25:2 — — — 2.0 Зы 2.4 2.0 2.4 2 

Рау ртов eal ayes fe en Е 1.8 1.9 2.2 1.5 1.6 1.8 0.3 0.3 0.4 ЕЯ. 12518137 30.2 272 

ОНА ЙО Бр ооо ваов с 4.1 4.1 35 227, 29 2.0 1.4 1-2 1.5 1.2 1.6 2.2 ЗЫ 2.8 * 

2. Mineral fuels and petroleum products ....... 0.2 0.2 0.2 0.2 0.2 0.2 — — — 0.5 1.8 {2 12.8 20.4 14 

3. Metallic ores and base metalsz# .......... 150) 2457, 11.3 14.9 23.8 10.4 0.1 0.9 0.9 2.0 4.2 5.1 2.9 4.9 é 

4. Oil-seeds; fatsrandioils) | | Se ee о Be Maal 4.5 2.6 2.4 4.4 2:5 PRS) 0.1 0.1 0.2 az 3.9 Won rs 2.4 з 

5. Textile fibres, паша! й...... es ka PR Cy we 0.8 2.4 5-7 0.6 22. 5:5 0.2 0.2 0.2 0.4 0.5 1.0 — 0.1 ( 

6. Selected construction materials ....... eS 0.2 0.1 0.3 0.1 0.1 0.2 0.1 — 0.1 0.4 0.5 0.8 io 1.0 | 

7. Other гам materialshk ,...... к в ]5:18912.5 ТТ: 13001057) тот 2.0 1.8 ЕЯ 3 0.8 0.9 1.0 0.7 ( 

8) (Metal manufactures|. - 4.2 +. as) = и 3.9 4.6 5.0 3.4 4.1 4.5 0.5 0.5 0.5 3.5 5:0 4.0 4.2 4.3 : 

9. Power-generating (except electric) machinery ... . 0.4 0.5 0.6 0.4 0.5 0.6 — — — 1.3 0.7 0.5 0.4 0.7 

LOM Асиси бита] machinery... ее аа 0.1 0.1 — — — — 0.1 0.1 — 0.1 0.1 0.1 — — [ 
11. Metal-working, mining, construction and other indus- 

(rialimachinery о 6) =). Pei eS AR 1.3 PHS) 2.5 1.1 1.8 2.2 0.2 0.5 0.3 4.4 3.6 3.5 4.1 A Е 
i2-melecttichmachinery sgn) <tc) tees «os eee Lg PA soe SHH! 6.8 6.6 4.0 5.0 5.0 ile 1.8 1.6 10.4 18.6 18.0 9.5% Зе 
13: iractors} офег Вар, steam) не — — — — — — — — — — 0.1 — — [ 
14. Railway vehicles. ..... Ae ae С СМ а — — — — — — — — -— 20.4 12:6" 13.0 0.1 1.2 - 
ов оа фотона в — 0.1 — — 0.1 — — — — 0.9 0.8 т 0.1 0.2 | 
ЗОО Шел ее, ss) ee м И 4.2, 2.4 5.5 4.1 2.4 5:2 0.1 — 0.3 5.2 1.3, = 26,3 7.2 3.9 
ПО Вет са а а сн же 18:5." 18:19 24 173 17.3 16 1.2 0.8 0.8 6.9 9.6 8.8 12:9" 1934 
18. Textile manufactures and clothingh ........ 10.1 11.4 9.6 7.0 9.0 8.0 Sel 2.4 1.6 4.3 5.5 5.1 45:3° 363 33 
19. Paper, manufactures of wood and paper (excluding 

furniture) eer cee. Aen SCRE. De ee ae Tl 1.5 diet 1.1 1.4 1.0 — 0.1 0.1 0.7 0.9 1.3 3.4 4.6 
20. АП ошег commodities! 2.5 ...... 6 {eaters 42.0 15.8 36.9 32.9145 so sl 1.3 3.0 352 3.5 4.3 7.6 18.0112 

TOTAL EXPORTS Ме т Л cee Е 167.3 163.3 158.0 | 153.1 149.6 142.5 14.2 13755 86.4 106.1 118.8 177.9 201.3 20 


Sources : See Appendix В. а Including British colonies. Ь Excluding the sterling area. с See footnote © on page A.14. d Including unallocated ex 
? Excluding ship’s stores. J Including ship’s stores. 


пипией) 


in commodity groups and by area of destination 


) prices, f.o.b. 

L FFILIA’ 

и" OTHER OVERSEAS 
RITORIES 6. С COUNTRIES С 


TOTAL OVERSEAS 
Countriss @ 


WESTERN EUROPE 


1954 1955 | 1953 1954 1955 


1953 


1954 


1955 


2 SS SS SE 


1953 1954 1955 


25,5 


6.3 


5.2 


27.8 


6.1 


664.1 691.4 781.3 


28.9 
4.01 4.8Л 3.4f 
181.0 187.4 201.0 
ISB rey TBS ISK)! 
7.2 : : 
15.4 $ M 
33.3 5 ь 
5.4 ь | 
72.3 С ь 
3.3 Е : 
0.2 ь ь 
25.0 i 4 
PAs : 
28.2 - y 
Se) 4 
10.7 3 ь 
60.9 
92.3 
5.3 
63.3 


1244.1 1419.8 1677.2 
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of which: 


EASTERN EUROPE T 
‘OTAL, WORLD DOLLAR AREA @ 


Group 


1953 1954 1955 1953 1954 1955 1953 1954 1955 


0.7 17 4.2 97.9 98.4 113.9 23 3.9 3.5 1, 

0.4 1.8 0.9 AAO 8150.3) 80 187-68) = > = 2. 
17.2 11.1 10:5 531.5 596.2 685.0 | 108.9 84.1 77.4 3 
16.7 15.2 6.9 334.1 399.5 4881 70.5 55.9 46.6 


0.8 1100822 23.0 20.9 31.4 4.1 1:9) 1.9 4 
9:7 15,0) 16:3 140.9 127.1 144.2 4.9 5.9 6.4 5 
0.2 — — 71.0 78.1 97.2 16.1 16.0 28.8 6. 
0.2 0:8 1.0 40.9 38.2 45.6 4.0 2.8 3.2. 7. 
1.0 1.4 0.5 98.7 92. 1101.0 16,2 2372425 8 
0.1 1.2 42:4 10.8 11.4 14.7 0.2 0.1 0.3 9. 
— — — 2.2 3.5 3.6 — — — 10. 
1.8 1.4 1.8 61.8 64.4 69.9 5.6 6.7 4.7 11 
6.6 3.9 1.8 58.3 65.1 84.0 3.7 4.1 4.3 12 
— — — 0.1 0.2 0.1 — — — 13 
— — 0.3 34.5 41.3 28.5 2.2 3.2 1.6 14 
— — 0.1 21.9 27.4 41.4 0.2 0.3 0.4 15 
0.4 3.5 4.8 28.5 32.2 39.3 0.1 0.2 Gi 16 
5.0 5.4 5.4 148.1 186.0 194.3 PAR 156.2 17, 
gfe tile? 5.0 322.8 348.7 379.3 48.2 41.8 54.0 18 
0.3 1.0 0.9 19.0 231 26.7 0.5 0.7 0.9 19. 
1.6 4.0 3.2 147.6 184.2 248.4 38.8 —59.51185.5 20. 


547 64.4 61.3 ||1971.4 2188.8 2536.1 | 276.0 270.6 315.3 | TOTAL 


EXPORTS 
30.9 30.8 | 36.3 37.2 39.2 || 195.4 213.9 198.6 | 461.6 506.2 618.6 | 37.5 40.2 19.9 || 694.5 760.3 837.1 | 61.9 789 68.8 1 
даа в ПИ А НЕ ЕО О Бе 972 О И о о 144.7) Па И а 2 
ie eT тб 20 Se 2ТО || 775 57864782! 170.8 17109) 190.2 | 109 4186 5:9 || 2682 269112743 || 191 zon 1920 
О И 17 || 220112925 | 90 1082 1396 |139 149 28 || 106.1 1243 1552 д аа св 
РВ о tee (Gm A 4 ||| 19.4 35.67 33:87 1200 1744 te eee 1 | || 17685 2291 512741=| 0411 0405 р 
ПИ 0 416% 7 || 253 39.6 31:0——=45:9' 1054 176 || 02 19 47 hes) Ио 599 || 150 Poa №5 3 
eine io) |114 2073.6 || 116 12.0 113.026 3318 242 и} За 98 40.2 49.0 37.5 hl Ge = 4 
02 02| 04 03 02 пи AG аи Я И | Ge AA oD MO GS Ae О 25 SP 5 
0.8 0.9 Е 1.3 ду 9 | 0 И ПП 0 о 02 15.5 150 17.4 03 03 06 6 
02 03| 09 04 0:4|| 185 146 143 | 584 624 667 | 06 13 12 о Ва | Tes № № di 
gee | eS Ane See ИЕ 20.5 206 20:89! 159 43 114.5 од и asi 36.6 35.0 35.4 в SG 8 
Po 10| 6232521 9 в oP 77 66 о о №9 04 08 1081110 9 
= a НЕЕ а OR) OP 0.9 1.4 п о 1.1 1.6 1.9 Os Wy = 10 
В 72 63| 206 235 9243 122.6 307 379. | 05 01 02 РЕ У 43 43 44 11 
поло | 133 130 134 || 41-7 563 583 | 602 349 90:6 | 01 03 0:4 || 111.0 1415 1493 | 108 148 159 12 
Ot » = Oe =i) 072028502 0.1 0.3 0.2 = = 0.2 0.5 0.4 =.) ея 13 
aE пр 4 АО, 1457, 0.9 2.7 Fe ee ge 226 18.9 16.4 i 14 
Yee (4 |) 16 13 1.0 40 4.2 4.0 7 8.9 tell Sa eS IM Te ИЗ 0 Oxl Osi 15 
ВО 83 18.2 || 296 12561 47.2. || 160.5 63.6 28:3) и 21 129 89 92.2 1021 84.4 и 1 15а 16 
и 180" 219 || 63.5 695 723 | 78.4 90.4 986 | 42 57 52| 1461 1656 1761 | 247 24.5 7 17 
7 | 203 193 205|| 919 833 820 | 1309 1392 1427 | 23 61 26 || 2251 2286 2273 | 123 144 123 18 
и. М Бо 216 я п’ aie) эх Bel EE) SS = 32.4 408 43.2 hs O89 ap 19. 
EAS об 91.2 || 669 48:87 789% 7910) 63:7 = 84.6.1 20 15 05 || 154.67 12177) 173.89 | 43.85 17.99 39.2 20. 
83.8 89.1 | 144.0 133.0 149.8 || 651.8 687.5 718.6 |1267.0 1461.1 1644.5 | 581 81.8 55.4 ||2001.0 2257.2 2452.5 | 215.5 221.4 220.3 м 


с 1953 Liberia not included. 


Jf Excluding bunkers. 
h those for 1954 and 1955. For further details see Appendix B. 


& Including bunkers. 


h Data for 1953 for groups 3, 5, 7, 18, 19 and 20 are not fully comparable 
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Exports of selected European countries and the United ; 
Millions of ¢ 


‘essences sn Uses sss Ss SSS SSS SSSA SE SSS 


= ee 
SS. teh Area of destination NORMA ene О НХ Ove ee 
Е В ane period UNITED STATES CANADA 
Exporting country в я 
=. ae ay 1953, 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1 
DENMARK 
15) Food; drink*and tobacco). 4 37. GP: 37.0 43.6 40.9 36.3 42.8 40.0 0.7 0.8 0.9 9.7 13.9 131 10.4 11.8 1 
of which : Live animals and meat 157 235 27.2 Ч Pape PEM — 0.1 0.1 78) 2.4 257 2.9 3 
Dairy products . 3 15.4 12.5 1 О О PR 0.3 0.4 0.5 4.7 6.0 5.9 5.6 5.6 
Cereals and preparations. . . Sas 0.3 0.3 0.2 0.3 0.3 0.2 — — — 1.6 3.2 2.6 0.3 0.7 
2. Mineral fuels and petroleum products. ....... == m2 = — — === — = == = — 0.1 == =, 
3. Metallic ores and base metals . Pa. SARE 4.8 6.7 8.6 4.8 6.7 8.6 — — — 0.8 1.3 0.9 — 0.1 
ОЕ ее, аз арабов о. 0.1 0.2 0.4 0.1 0.2 0.4 — — — 0.1 0.4 0.3 0.2 0.3 
Sa lexiilestibres, natural ane, о. т. — 0.1 0.2 — 0.1 0.2 — -— —- — 0.2 0.3 — — 
6. Selected construction materials 0.3 0.2 1.5 0.2 0.1 1.1 0.1 0.1 0.4 8,2 1.3 £35) 0.5 1.0 
7. Other rawematerials rn ae 6.8 7.0 10.3 6:2 6.3 95 0.6 0.7 0.8 0.7 0.3 0.3 0.2 0.3 
8. Metal manufactures Bet: Be бе i ke 0.5 2.3 0.9 0.5 22 0.8 — 0.1 0.1 0.6 1.5 52 0.2 0.3 
О 3he Machitieryan Е, о АР рыть 1.6 1.9 2.6 1.3 > т 0.3 0.4 0.5 10.4 15.9 15.3 2.8 3.4 
14-16. Vehicles . . ioe we aster bso Me at eR 0.1 0.1 0.2 0.1 0.1 0.2 — — — 1.0 6.1 0.5 — 0.4 
ie @hemicalse ее. ee eee es 1.1 1.5 1.1 1.0 123 0.2 0.1 0.2 1.9 4.1 5.0 5.8 3.4 
18. Textile manufactures and т. Ая 1.0 1.2 2.4 1.0 ет 1.9 — 0.1 0.5 2.1 2.6 2.0 0.2 0.2 
19. Paper, manufactures of wood and paper FU eacloding 
ОО об Sea Se pees. oS 0.4 0.3 0.5 0.2 0.2 0.4 0.2 0.1 0.1 0.1 0.2 0.1 0.3 0.4 
20. All other eommodities 9 2 2.9 4.6 725) 2.6 4.2 0.2 0.3 0.4 0.6 0.9 0.9 0.6 0.5 
TOTAL EXPORTS 56.6 67.6 74.6 54.3 64.9 70.7 2.3 27 3.9 31.2 48.7 41.5 2:2. 221 2 
NORWAY 
1. Food, drink and tobacco. ..... 13.5 14.0 ВРУ 123 131 10.6 i 0.9 1.1 10.7 ет 14.7 10.7 11.7 1 
2. Mineral fuels and petroleum products — — — — — —= = = = 
3. Metallic ores and base metals . . 19.9 17.2 20.9 1957 172 20:9 0.2 — — 0.2 1.4 0.8 1.9 2.9 
Ofswhichk Ores and scrap! ао 0.2 0.4 0.7 OL 0.4 0.7 0.1 — — — = = = == 
Iron and steel. . . 4.6 23 4.1 4.6 2.3 4.1 0.6 0.4 0.4 0.9 
4. Oil-seeds, fats and oils . . . a. Be tak 2 0.7 1.8 ПР 0.6 ил — 0.1 С.1 0.5 0.9 0.7 0.5 0.8 
5. Dextile fibres; natural 935. 4 4); си Eee, — — — — = = 5 _ = 
6. ‘Selected construction materials <5 ..4...4..- — 0.1 0.2 — 0.1 0.2 — — — — — — — = 
JmOthertawnnaterials, - о. 3.6 1.8 22) 3.6 1.8 22 — — — 0.3 4:5 4:2 12 iA 
8. Metal manufactures 0.3 0.2 0.4 0.2, 0.1 0.3 0.1 0.1 0.1 — 0.2 0.3 0.2 0.3 
Эм асьтегу: amma ck ь Sees. оо Ро № 0.3 0.2 0.3 0.2, — 0:2 0.1 0.2 0.1 0.2 9.8 0.6 0:3 0.4 
14. Railwayivehicles; д... т а = = = = = nies = = = = = ae Cae a 
1GyeOthertvehicles) в. A ae Е en Se ees 0.2 0.2 0.1 0.1 0.2 0.1 0.1 — — 3.9 3.4 2h 2.3 0.4 
Lj iGhemicalssaeawiem st) ak ths. ee с ЯВ 3:3 3.0 3.4 3:3 3.0 3:3 — — 0.1 0.2 Я 1.4 0.8 1.0 
18. Textile manufactures ane clothing cn See ЖЕ 2.1 1.2 2.9 2.6 12 2.8 0.1 — 0.1 0.4 0.4 0.2 4.1 1.1 
19. Paper, manufactures of wood and paper (excluding 
о о о О pay Awa eee bake 0.6 0.3 0.4 0.6 0.3 0.4 — — — 3.9 4.4 5.0 10.6 14.9 1 
20. Allvother commodities: = 4 2 4 = 214. 1.5 2.3 1.9 13 2.1 1:7 0.2 0.2 0.2 0.1 0.6 0.5 0.3 0.5 
LOPALMEXPORTS: оне ab т ао Ве a 47.1 41.2 46.2 | 45.1 39.7 44.4 2.0 1.5 1.8 204. 2708 275 29.9 35.1 Е 


Sources: See Appendix В. а Including British colonies. 


b Excluding the sterling area. 


С See footnote © on page A.14. 4 Including unallocated ex 
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пипие4) 


in commodity groups and by area of destination 


) prices, f.o.b. 
— 
AFFILIATED OTHER OVERSEAS ToTaL О AS 
OVERSEAS VERSE of which: 

авс CountTRIES С ааа WESTERN EUROPE EASTERN EUROPE ToTAL У/овто BOAR АНИ en 

$6 1954 1955 1953111954 1955 1953 1954 1955 1953 1954 1955 | 1953 1954 1955 1953 1954 1955 | 1953 1954 1955 

9.0 8.2 6.7 6.9 at 73.1 85.2 83.0 |486.6 479.6 526.5 29.2 49.4 20.0 || 588.9 614.2 629.5 41.9 50.9 48.0 1. 

) Td 73 0.9 Wed. 1.0 225 S12 1529.1 W256 5240) 283.2 D6" 21.2 8.6 || 268.6 292.5 320.9 L723 257 23.9 

: 6.9 6.1 4.1 4.5 5.0 971 SISO Ot Le 2-9 ee IZ6 192 4.4 || 233.8 227.6 216.2 18.25 0 16:6 91657 

: 0.2 0.2 0.8 0.2 0.7 3.2 4.6 4.6 229-0 10:5 186 0.1 2.0 1.3 26. 28171 245 0.4 0.7 0.4 

| —= — == — — — — 0.1 0.4 0.5 1.5 — — — 0.4 0.5 1.6 — —= == 2 

— — 0.1 0.1 0.2 5.8 8.2 9.8 8.4 7.2, 9:3 — — 0.4 14.2 15.4 19.5 4.9 6.9 8.8 3 

0.1 0.7 0.3 0.5 0.7 0.9 1.5 2.6 7.0 9.6 11.0 0.5 0.4 0.2 8.4 11.5 13.8 0.2 0.3 0.5 4 
— — 0.1 — — 0.1 0.3 0.5 2.4 1.8 2.0 0.4 0.6 0.4 2.9 2.7 2.9 — 0.1 0.2 5 

, 0.3 0.2 0.3 0.6 0.9 4.5 3.4 5.4 53 3.4 515 — — — 7.8 6.8 10.9 0.4 0.7 2.3 6 
— — 0.3 0.3 0.3 8.0 7.9 11.4 23.0 24.8 31.1 1.6 1.6 1.6 32.6 34.3 44.1 6.8 10: 10:3 т 
0.1 0.1 0.3 0.8 0.5 2.8 5.0 31 4.1 4.5 7.8 — 0.1 — 6.9 9.6 10.9 0.8 27; 1.1 8. 

' 1.1 13 2.9 3.3 4.8 19.5 25.6 28.9 471.0) 54:0) 73:3 2.7 27 2.4 69.2 82.3 104.6 3.3 4.4 4.9 9-13. 
— — 1.4 1.5 — 25 8.1 1.0 12.9 12.7 21:9 4.4 0.4 6.0 19.8 92122 28.9 0.9 3:2 0.4 14-16. 

2 0.2 0.2 2, 1.2 1.5 10.4 10.0 10.5 13.7 13.3 15.2 0.6 0.5 0.5 24.7 23.8 26.2 1.5 1:3 2 17. 
— — 0.2 0.2 0.3 3.5 4.2 5:1 т ТИВ 16.9 — — — 15:2 15:97 220 1.0 1:2 2.4 18. 

0.1 0.1 0.2 0.9 1.0 1.4 3.4 3.4 3.9 0.1 — 0.1 4.4 4.4 5.4 0.4 0.4 0.6 19. 
2 0.3 0.2 0.2 0.2 0.3 4.3 4.8 6.8 10.0 10.6 14.9 0.1 0.3 0.3 14.4 15.1 | 2230 2.9 3.1 4.8 20. 
Se itt 109 14.1 15.7 17.4 136.3 165.2 169.6 | 633.9 637.1 740.8 39.6 56.0 31.9 809.8 858.3 942.3 65.0 82.2 86.4 Toran 


fo 24 24 ie И ва 39.3 41.8 40.2 | 48.2 531 56.2 | 9.8 124 144 || 973 107.3 110.8 | 16.3 169 14.5 1. 
> 2 ge ин =, pS iS а ОВ ee в о | — = 0 
ОО Wey а Oy РА. A OBS | OR SE SE | OS TG Ih eh PRT OS loa a 3. 


0.2 0.4 OT Ne До LEG) ЧЕ) El 1.4 Lez, 12S eel 3-4 Я 0.2 0.4 0.7 


| — В 4.0 Sel: 48:0 -16:5-> 2255) 0.6 0.4 0.1 23.7 20.9 28.3 4.6 2.3 4.1 
2 0.3 0.3 0.2 0.4 0.3 2.6 cS 3.6 16.0 26.6 18.2 о’ iO) 5 26.5 48.7 37.3 5 1.0 2.1 4 
— — — — —- — —- — 17 ow 1.7 — —- — т 2-1 1.7 — — — 5 
2 — — — — — 0.2 0.1 0.2 0.2 0.4 0.4 — — — 0.4 0.5 0.6 -- 0.1 0.1 6 
| — —- 0.9 0.3 0.2 6.1 4.7 4.5 71.0 64.9 67.6 2.2 1.2 1.2 79.3 70.8 73.3 3.8 1.9 Zell de 
— — 0.1 0.1 — 0.6 0.8 1.0 1.8 4.4 555 oa — 0.1 2.4 5.2 6.6 0.3 0.2 0.4 8. 
— — 0.2 0.3 0.1 1.0 1.7 1.9 4.9 5.6 7.4 0.3 — — 6.2 7.3 9.3 0.3 0.3 0.4 9-13. 
— a — — —- — — — — 0.1 0.1 — — — — 0.1 0.1 — — — 14. 
0.2 — 4.2 3.1 4.4 10.6 the} 7.8 9.3 13.8 15.4 — 17 — 19.9 22'8 eee 3.4 6.4 6.1 16. 
— — 4.7 4.6 4.4 9.0 10.3 10.2 39.1 41.1 42.2 0.2 0.5 0.5 48.3 51.9 52.9 3.4 3.0 3.5 17. 
— 0.1 0.2 0.3 0.2 4.4 3.0 3.9 3.5 3.0 2.9 2.5 2.7 0.6 10.4 8.7 74 3.0 1.5 2.9 18. 
№1. 0.9 4.4 3.8 3.7 20.4 24.5 23.5 21:0 267 26.8 — 1.9 0.1 41.4 53.1 50.4 и 1.8 1.6 19: 
2 0.1 0.1 0.2 0.3 0.4 р 3.8 3.4 3.6 4.1 5 0.4 0.1 0.1 6.3 8.0 8.7 1.6 2.4 2.0 20. 
TOTAL 
4.2 39 УТ. 5 15.1 118.8 123.0 125.3 |271.1 304.9 326.0 27.1 42.1 34.0 |1417.0 470.0 485.3 55,8 52.9. 56,8 о 


1953 Liberia not included. Л Group 15 not shown in the table is nil for all periods shown. 
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Exports of selected European countries and the United S 
Millions of d 


“Sa a Area of destination Go OVERSEAS STERI 
ae d fod NORTH AMERICA LATIN AMERICA Tea 

: ——____.__ and perio UNITED STATES CANADA 
Exporting country = Pe ee eis Вы .. 
and commodity group oe 1953 1954 1955 | 1953 1954 1955] 1953 1954 1955 | 1953 1954 1955 | 1953 1954 1 

SWEDEN 

1, Food, drink and tobacco. „д... ay RR 1.5 1.5 т За: lO 0.2 0.1 0.1 4.4 17 0.9 0.8 0.4 ( 
2. Mineral fuels and petroleum products ....... = — = ams aa a = a as = ae 4 р = 2 
3. Metallic ores and base metals. .......... 23.4 14.0 16.0 22:9 3:4: wile 0.5 0.6 0.7 4.9 12.1 6.4 11 14 -@ 
of which: Ores.and стар + wae (>) io © ol ма 14.1 7-7 С ПРА С 6 — — — — 0.1 0.1 — (— | 
Tron and steel ..... И ос 8.5 6.2 7.9 51 5.672 0.4 0.6 0.7 3.6 Toe a7 dd lS ae 
Aen @il-seeds fats and ЛЬ о оо ооо беозовов 0.2 0.2 0.7 0.2 0.2 07| — — — — 0.1 = 0:1 re 
SMextilentibres ОЕ р бо оо ововос 0.4 0.1 0.1 0.4 0.1 0.1 — — — — — — — — - 
6. Selected construction materials .......... 0.7 0.7 1.6 OS бы О 0.2 0.2 0.3 3.5 0.7 0.3 0.8. 16 № 
UY, OWE EMESIS & 5 Ao do oD ее 28.4 20.5 19.5 28.1 20.4 19.3 0.3 0.1 0.2 19.0 20.2 16.4 10.0 10:9 в 
ofawhiche Dimber™ ice a> в: St eee Dene .C — —= — — coe — — — — — 0.2 — 3:74 О 
ПОЗ 9 ооо вое вов м 27.9 19.5 17.4 О АС 0.3 — — 18.2 18.6 15.4 6.3 16.8 Ш 
В МОЕ ЕЕ 2 оооочоброозав 5,3 4.5 5.3 3152.93 4 1,8 1.6 1.9 3.6 8.0 5.9 6.3: 9:3. 38 
9. Power-generating (except electric) machinery .... 0.2 0.3 0.1 0.1 0.1 — 0.1 0.2 0.1 Las 2.3 1 0:6 0:6 1 
ПО ино с о особо осеюьоб 0.3 0.4 0.4 — — 0O1 0.3 0.4 0.3 0.5 0.6 0.5 08 101 

11. Metal-working, mining, construction and other indus- 

(pel ANCA, сле wh пов бое чес 6.4 8.4 12 42 6. И 2.2 2.3 5 9.4 13.2 11.2 6,5 83 1 
12. Electric machinery . д... аль RA? ody 0.6 25 1.9 0.4 1.9. 0.9 0.2 0.6 1.0 10.2 12.7 10.2 1:9 3.4 
13) ‘Tractors; other than’steam — 92. oo) « & at — — — — — — — — — 0.7 0.5 0.3 0:2: 7 Oe 
аа Усе SG Ol Goo ao didn on o a oO oO — — — — — — — = — = 0.1 = a ae Е 
Тов оа Что юг мере ее соо 5 — — — — — — — — — 2.3 1.6 22 — 0.2 4 
Оооо ное: eau в Е ce pea 2 ок 0.2 2.0 4.0 0: 120840 0.1 — — 10.0 4.3 5.5 0,1 20 1 
ПО оса ее О 0.9 0.9 1.2 0:9 10.8 1.2 — 0.1 — 2.3 3.6 2.8 1.5 233 
18. Textile manufactures and clothing ......... 0.7 0.5 2:1 Offa O04 92.0 — 0.1 0.1 0.3 0.8 0.4 0.3 06 3 
19. Paper, manufactures of wood and paper (excluding 

ПО ао ока оао о ЕЯ 2 4.9 3.0 2.8 4:62: 2.5 0.3 0.3 0.3 11.8 Ч: 12.6 22.5 24.3 24 
20arAllvother commodities. о ее 4.4 4.0 4.9 3:8 3:5 4.2 0.6 0.5 0.7 2.6 Bue 3.3 4.6. 59 Е 

"ПОТА КРОТ а et ess the 78.5 63.5 72.9 Wild SO4e G3.) 6.8 7.1 9.2 87.8 97.4 81.0 58.1 “71.9 72 

UNITED STATES S 

оо sdrink and tobacco’. 3). 4 ses) ee wae 165.5 170.9 172.9 7.4 6.2 7.0 | 158.1 164.7 165.9 | 363.6 303.2 288.4 |202.9 86.1 11 

of which: Cereals and preparations. ....... Bit?) 273 18.3 0.90.9 20.1 26.4 17.4.| 1770 4126.4’ 109.3 1139.5 2098 
Fruits and vegetables ....... Ls 103.7 102.3 100.9 10 1.3 1.3 02709915 56.3 40.3 39.8 6.0 4.5 

TOBACCO се № № пон в ere 5.0 4.3 3.9 0:0 0:71 0.7 4.2 3.6 Sea) 21.5 РА 22: 47.9 “498 5 

2. Mineral fuels and petroleum products ....... 346.1 281.8 272.7 19 1.3 1.8 | 344.2 280.5 2709| 106.7 1126 1202 43.1 36.7 2 

3. Metallic ores and base metals. ......... г 188.9 147.6 179.7 0.2 0.3 0:31 188.7 147.3 179.4| 150.7 148.7 151.8 31:1 “О 

ориелеитолнана те Sic 5 6 6 Oo 0 obs 5 0 142.8 114.8 127.1 0.2 0.2 0.2 | 142.6 114.6 126.9 | 131.4 116.6 123.2 27.9 “36:74 

И ЕЕ О о js Gis ye) о. ct ооо 9 43.7 55.5 46.1 0.4 0.4 0.4 43.3 55.1 45.7 31.9 45.9 59.8 7.8» ALS 1 
See Lextilevbress natural ij. res ее Ee 48.8 58.9 47.5 — — — 48.8 58.9 47.5 7.5 15:2 8.8 11.6 56812 
6. Selected construction materials .......... 65.7 48.8 63.1 O22 '0:20:2 65.5 48.6 62.9 37.8 31.8 35.0 5.7 35 № 
fee OthersrawmMaterials: <9) оно cite 82.8 77.7 102.6 OF Оо 8257) 71-6 102.5 35.1 49.9 61.7 24.6 34.8 3 
oh. Е ИС оо Gag o ao Go 4 6 o mG 82.9 58.1 72.1 0.6 0.7 0.6 82.3 57.4 71.5 82.1 70.0 69.7 134 92 и 
9. Power-generating (except electric) machinery .... 44.4 31.1 37.6 OL Od 0.1 44.3 31.0 375 44.7 43.3 39.7 14.8 10.6 1 
LOmeActiculturaljmachinety ste ger sens. et st ee ets 63.7 40.6 42.1 = — 63.7 406 42.1 23.9 30.7 24.6 10.1 19211 
11. Metal-working, mining, construction and other indus- 

Иа ое бо faa ЮГО оо обо conte 307.6 247.9 317.8 0.7 0.9 0.5 | 306.9 247.0 317.3 | 311-7 3048 336.0 019 973 Ш 
еси тпас тегу ооо 150.6 118.7 140.5 1.07 0.5 1.1 149.6)" 118.2 139.4 55:4, 129:2 208 2716217. See 
135 juractors,,other thanusteami ен 92.3 56.9 70.5 - —- — 92.3 56.9 70.5 59.0 81.2 63.0 44.3 38.9 3 
Вау аулус те я cays ово о eee) is, ses te 20.4 39.1 18.4 - —- — 20.4 39.1 18.4 45.3 47.4 26.4 6.6 3.57 
15. (В оа9 motor vehicles’. оное @ 241.4 183.1 262.4 16 11 13| 239.8 1820’ 2611] 27192453253 13138 54.3 78.5 9 
ОО Тег УЕ Се но ан 16.8 21.9 20.1 — 01 — 16.8 21.8 20.1 39.7 68.0 48.3 3,3 15,652 
ПБ ОО СБ ко о ey ae re) Mn оо “ 160.8 142.1 168.6 V2) 1.0 1,2 15956) 141) 1674! 254.5 2348 123916 45.0 58.3 6 
18. Textile manufactures and clothing ......... 128.3 83.8 97.0 АРА meal: 125.8 81.6 94.9 181.9 167.4 143.7 48.3 60.0 6 

ИОВ ОДА ae a tl cui cls ee cee 46.0 31.7 34.8 03 0.3 03 45.7 31.4 345 60.7 65.4 48.2 11.8 AZT a 
19. Paper, manufactures of wood and paper (excluding у y 

ПО, ор ое ЗИ sans reese ns he 39.5 34.4 42.2 0.61 10:60:5 38.9 33.8 41.7 50.2 55.7 61.1 11.2 139 
20. All other Commodities wenn.) ey enisencies А 264.7 196.3 222.1 2.8 2.6 2.8 | 261.9 193.71 219;3 |" 225.5 201.7 199.4 46.9 48.5 8 

Wmspeciticd ieee a, cabs. о lds ne: ethene оо — 274.7 316.0 — 25 93 — 272.2 306.7 — 212.4 212.4 — 469 5 
EL OTABP EXPORTS | seh (ccs isle “eile eel Gi patel ees 2554.9 2369.9 2712.0 21.3 20.8 29.3 |2533.6 2349.1 2682.7 | 2486.6 2729.1 2679.2 1754.0 785.5 90 
ee 

Sources : See Appendix B. @ Including British colonies. 5 Excluding the sterling area. С See footnote С on 14, d i 
Liberia not included. Л Figures for 1954 and 1955 are not fully comparable with those for 1953. Exports to ая seca. о ав mill. oral 


and in 1955 to 688,6 mill. of dollars at 1950 prices) are not available by commodity groups for all areas specified. They have been included in area totals as “ unspecified ”. Fo 
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oncluded) 


ain commodity groups and by area of destination 
0 prices, f.o.b. 


. FFILIATED 
OVERSEAS 
RITORIES 5, С 


OTHER OVERSEAS 


TOTAL OVERSEAS 
CouNTRIES С 


Countrigs 4 of which: 


DOLLAR AREA @ 


WESTERN EUROPE EASTERN EUROPE TOTAL WorLD 


| Group 
} 1954 1955 1953 1954 1955 1953 1954 1955 1953 1954 1955 | 1953 1954 1955 1953 1954 1955 1953 1954 1955 
2.8 1.6 0.4 0.2 0.2 8.8 6.6 4.1 52:653.2 29:0} | 10:9) 19:0 119 72.3 78.8 45.0 1.7 2.0 1.5 ibs 
м == — — — — — — 0.8 1.5 1.1 — — — 0.8 1:5 Па — — — 2 
1 — 3.2 2.5 1.0 32.6 30.1 26.3 124-9 357) 1164.7 |121 6.8 725 169.6 172.6 198.5 23.9 14.6 16.7 3 
== — 0.9 — — 15.0 7.8 7.0 73.9 73.2 97.2 бо Занят 95.8 84.4 98.3 14.1 eff 6.9 
| 0.1 — 1.9 1.3 1.0 15. ee Oe: (170 35.7 ese) 524 =e ets} EHO) 55.8 57.8 72.1 9.0 6.8 8.6 
0:2 70:7 0.2 0.2 0.4 0.7 0.7 1.9 25,9) 14.5 15.7 — 0.1 2.9 26.6 15.3 20.5 0.2 0.3 0.7 4 
0.1 — — ose — 0.4 0.2 0.1 2:1 PAST 3.9 03519 0:6. 10:7 3.0 3.5 4.7 0.4 0.1 0.1 5 
р 0:4 | 0.4 1.6 1.1 1.0 7.0 4.5 5:2 4.4 4.1 39 —- — — 11.4 8.6 9.1 0.9 1.0 1.8 6 
24 2.9 9.3 5.4 6.0 68.8 59.4 57.6 | 290.5 310.9 343.1 Tie (3319 6:6 361.0 373.4 407.3 30:95 22:9" 2128 7 
О. 3.3 Ze 2.8 8.7 8.5 1056 | 126.3 123.4 “1411 COS 094 37 1351 1331 154.8 — 0.1 — 
№105 0:6 5.5 2.2 2.1 58.3 147.011 32.81 154.3 177.3 189.8 О Тит 213.5 226.1 234.7 30.4 21.8 19.7 
#53 ° 0:9 5.7 5.4 3.8 21.9828:5 1251 25.07 27.9" 31.6 3 6 Os7 48.2 57.4 58.0 6.8 7.6 8.8 8 
2. 0.4 2-1 1.0 1.0 53 4.4 4.4 EU 9.5 10.6 32 21. 24 16.2 16.0 17.4 0.6 13 0.9 g) 
0:1} "0.1 0.2 0.1 0.1 1.9 2.2 PRL 5.8 7.9 8.3 0.2 0.1 0.2 7.9 10.2 10.6 0.4 0.5 0.6 10. 
> 1.6 1,3 3.6 4.7 27.4 35.3 „= 39.3 45.0 53.2 65.8 ДИ С 2 79.4 94.9 107.2 9.3 13.0 16.8 11 
0.6 0.9 1.8 2.1 3.9 149 213 207 18:5 422.71 26.1 4,3 eS 82-8 В/У! 47.8 49.6 7.3 10.7 9.3 12. 
0.1 — 0.1 0.1 1.0 0.9 0.7 Ч 2.3 2.9 _- — — 2.7 32 3.6 — — 0.1 13 
— — — — — — 0.1 — 0.9 1.7 0.6 0.2 — 0.1 it 1.8 0.7 — — 14 
2: 0:7. -0.:6 0.8 2.0 1.4 3.5 4.5 5.2 9.6 16.5 20.3 — — — 13.1 21.0 25.5 0.1 0.3 15 
— — 3.8 6.3 3.4 14.1 14.6 13.0 38.8 70.1 59.3 2.4 46 4.7 55.3 89.3 77.0 8.3 11.1 10.6 16 
р: OS 03 1.0 i eA) 1.9 5.9 8.3 8.5 16.8 24.3 29.5 1,5. 18 23 24.2 34.4 40.3 1.4 1.8 1.8 17. 
1 (0:2 0.3 0.3 0.4 1.6 2.3 4.3 ОУ ЕО 13.5 {5 61.5 (Ks) 13.8 17.3 18.1 0.8 0.6 2.3 18 


2.323 2.3 8.9 5.4 6.8 50.1 46.7 48.7 67.0’ 83:4. 94.22] 10.6 2.60 1.2 117.7 132.7 144.1 Эй 6.4 6.8 19. 
вето 2.0 2.5 1.5 о 16.1 17.5 19:2 ee 1423 Ga Ors Oran e-2 35.2 38.2 43.3 6.2 6.1 7.0 20. 


15:2 «15-1 45.55 38.5 38:0 281.6 286.7 285.3 | 767.9 877.0 947.7 | 47.7 54.2 48.6 1097.2 1217.9 1281.6 | 108.9 100.1 107.9 Е 


EXPORTS 
toe 7.0n|) 377.4 285.3 353.9 |1 13 924.5 1010.4 | 786.5 732.7 1009.0 | 1.3 3.1 2.1 1918.9 1660.3 2021.5 | 561.2 498.5 495.6 1. 
| Pe | 256.5 180.0 213.1 600.5 365.1 387.2 | 395.8 323.4 524.4 — 22 1.6 996.53 1690.7 913-2) 19246 16-622: 8 
8 51 10.4 0.1 5.3 178.9 188.7 186.1 4922 Зы ИЕ! Ole Ц On 228.2 257.5 256.5 | 160.9 142.8 141.2 
#5.) 656 55.5 46.8. 64.3 136.8 135.1 156.7 | 272.4 241.2 282.4 | 1.2 0.5 0.3 410.4 376.8 439.4 Sere BMS Siehs} 
Sf © 1557 TD. OS 63.10 73:9 600.3 527.8 533.3 | 159.7 167.4 343.2 м 760.0 695.2 876.5 | 414.7 357.7 355.0 Ps 
СЗ 54.9 64.8 61.7 431.8 426.7 464.1 149.7 269.1 421.7 = =—- = 581.5 695.8 885.8 | 301.9 240.4 285.3 3 
Sete a So) ERIN Pe ils h 340.0 310.7 342.7 761 ON 1475.2 м 416.1 400.8 517.9 | 245.5 197.0 215.0 
> 4.3 3.3 | 133.8 128.4 144.1 219.2 247.5 270.6 | 156.4 300.9 333.7 — 1.2 0.5 375.6 549.6 604.8 169 92.5) 3-5 4 
5 8.1 6.8 | 186.0 245.1 196.3 259.5 385.7 281.7 |330:5` 4484.4 289,91 | 04 16 2,2 588.4 871.2 573.8 58.7 1171.2 58:6 5 
# AT „0.8 9.6: 11.8; 11.4 12027 5113,8: 5132.9 10.1 8.9 14.0 м 131.8 122.7 146.9 | 100.8 78.9 97.0 6. 
4.4.31 50.3 49.3 61.5 196.1, 228.3 282,1 | 100.3 193.4 223.2 — 0. 2.6 296.4 421.9 507.9 | 110.8 112.9 151.0 ТА 
№ 2.6 23 20.2 224 22.7 201.6 205.6 225.1 15.6 13.6 16.4 м 217.2 219.2 241.5 | 158.1 126.4 140.6 8 
2 40 27 18-22. 1 227.6 126.8 118.0 125.4 0) 5 ЖИ 9 = = 150.7 133.9 147.4 78.5 63.7 11:0 о. 
й 4,7 453 3.2 9.5 3.6 10598890, 20892.9 7.3 6.5 6.5 м 113.2 102.7 99.4 ИЕР 573 BBLS) 10. 
4 24.4 26.1 121.9 109.4 113.3 877.5 857.7 994.7 | 289.5 237.3 285.3 — — — |} 1167.0 1095.0 1280.0 | 550.0 477.3 592.7 11. 
1 4.7 4.9 50.0 48.9 55.5 389.2,» 371.9 398.3 69.7 55.5 55.2 = 458.9 427.0 453.5 | 272.5 219.0 248.9 125 
tO 9.8 tv ae 12:47 43:6 223.2 206.3 203.0 291 26:3 PA м 252.3 232.6 232.3} | 132.2 1010) 12001 13. 
3:4 20.7 6.1 2.4 10.9 УВ ВБ TERS 5.6 2.9 4.0 = 85.3 99.4 77.8 38.0° 65.3 35.4 14. 
ВОИ. 927 92.3 83.7 100.5 695.1 736.5 852.5 78.8 102.8 116.9 — =—- =— 773.9 839.3 969.4 | 474.9 447.0 547.3 15; 
See Le = Lol 126i 10:0 = 15.9 2 WRT 14s} 55.9 36.4 46.0 о =— 131.6 215.1 166.3 26, 138.2 63.2 16. 
» 10.2 10.2 98.4 94.1 118.8 572.7 645.2 706.8 | 137.2 212.7 240.2 — 0.1 0.3 709.9 858.0 947.3 | 378.3 354.8 414.6 17. 
2 13.9 11.2 | 146.6 120.2 110.9 524.3 529.1 516.5 20:2 42:7 5519] — —- = 574.5 571.8 572.4 | 384.2 321.1 300.7 18. 
| GZS teal Ge TEL e616 54.9 196.0 197.8 174.8 37 3.0 2.3 — —- — 199.1 200.8 177.1 | 144.2 137.4 118.4 
Ea Ee 1.1 17.4 185 22.7 119.8 138.8 157.4 14.8 24.2 34.6 — — 0.3 134.6 163.0 192.3 97.7. 92. 5) LOSE 19. 
{ 14.4 15.5 99.6 101.9 106.3 654.1 686.0 753.1 125.8 7130:9 199.5 | (0 — 0.1 779.3 816.9° ‘952.1 | 489.8" 392.3 419.8 20. 
19.77 21.2 — 32.3 34.2 — —43.0 —49.9 — 43.0 49.9 се = == = — 387.2 492.1 
= i) a _ TOTAL 
5 203.8 194.2 |1 592.3 1589.1 1658.3 ||7 603.3 7 677.4 8 145.0 |2 595.9 3 107.5 3796.4 | 1 8 5.7 8.1 ||10201.0 10790.6 11949.5 |4 812.5 4 695.7 5 140.4 РО 


of these exports the commodity break-down is available and they have been included in “total world” and in “total overseas countries”. For further details see Appendix B. 
sluding special categories. 
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TABLE X 


Imports of wheat (unmilled) into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 
DE she ee eee ти ee er 


IMPORTING COUNTRY 


Year Belgium- Total of 
Area of origin July/ United са Western Italy т а ween countries 
June Kingdom Germany hours lands listed 
О, = Vat Овен У Q ar win yes Via Ома ПО 1 МО y 
United States . . | 1953/54 
1954/55 
1955/56 
Canada 1953/54 
1954/55 
1955/56 
Total of dollar 1953/54 
area 4 1954/55 
1955/56 
Non-dollar Latin | 1953/54 23.1 
America 1954/55 24.1 
1955/56 28.2 
Overseas sterling | 1953/54 31 
area 1954/55 4.2 
1955/56 3.7 
Affiliated overseas | 1953/54 — — 
areas 5 1954/55 0.3 0.3 
1955/56 4.1 0.1 
Other overseas 1953/54 2.3 0.4 
countries 1954/55 2.0 0.5 
1955/56 1.4 a 
Western Europe . | 1953/54 6.3 3:3 
1954/55 2.2 0.4 
1955/56 15.6 19 
Eastern Europe . | 1953/54 2.6 6.9 
1954/55 10.3 1.8 
1955/56 0.7 1.8 
Not allocated . . | 1953/54 
1954/55 
1955/56 
Total 1953/54 
1954/55 


1955/56 


Sources for Tables X to XX: Calculated from Commodity Trade Statistics, 
United Nations; Foreign Trade Statistical Bulletins, Series IV, O.E.E.C., 
Paris; and national trade statistics. For further details, see Appendix B. 


а Includes very small quantities imported from “ Other dollar countries ”. 
5 Excluding the sterling area. 


TABLE XI 


Imports of sugar into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


A-25 


IMPORTING COUNTRY 
fe . fay Belgium Total of 
ea of origin July United F Western 2 Nether- : 
ened trance Italy Luxem- Sweden countries 
tes soe SAEED bourg lands listed 
Q Vow 2 У Q А Ore ay. О Чу Qa ОГУ Q Md 
nited States . . | 1953/54] 122.5 129.6 - 3.1 
1954/55 60.9 69.2 1.6 
1955/56 Tee 9 25) 
ther dollar area | 1953/54 |1 394.4 1 829.5 147.4 
1954/55 | 807.9 1259.8 91.2 
1955/56 | 904.5 1331.6 103.7 
otal of dollar 1953/54 1516.9 1 959.11 150.5 
агеа 1954/55 868.8 1329.0 92.8 
1955/56 979.6 1419.4 106.2 
on-dollar Latin 1953/54 28.4 73.4 6.6 
America 1954/55 41.5 66,8 15.7 
1955/56 | 106.7 17916 ise) 
verseas sterling 1953/54 2 032.1 2051.0 244.9 
area 1954/55 1 630.5 1 645.2 195.3 
1955/56 1 718.0 206.6 
ffiliated overseas | 1953/54 229.7 44.8 
areas а 1954/55 284.1 54.7 
1955/56 270.0 48.5 
ther overseas 1953/54 227.4 11.6 
countries 1954/55 96.6 2.6 
1955/56 152.1 83:5 
festern Europe . | 1953/54 197.3 22.2 
1954/55 162.2 121 
1955/56 195.0 315.5 
astern Europe . | 1953/54 56.24 9.3 
1954/55 10.3 teal 
1955/56 IES) 1 
ot allocated . . | 1953/54 4.0 0.2 
1954/55 ЕЕ 
1955/56 0.2 — 
Total 1953/54 3 757.4 365.5 | 338.0 58.3 286.9 22.0 4 798.1 488.1 
1954/55 |2 652.0 255.3 | 337.2 61.4 240.4 17.9 3 594.6 364.3 
1955/56 |2 966.1 289.9 | 333.7 56.2 297.3 24.4 3 945.6 397.8 


а Excluding the sterling area. 


Norte. — No imports from Canada. 


Sources : See Table X. 
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TABLE XII 


Imports of coffee into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i. iE 


IMPORTING COUNTRY 


United States . . 


Other dollar area 


Total of dollar 
area 4 


Non-dollar Latin 
America 


Overseas sterling 
area 


Affiliated overseas 
areas 5 


Other overseas 
countries 


Western Europe . 


; Belgium- 
Area of origin United Western я Nether- ап 
g от Егапсе си, Italy и lands a 

Q У Q У Q Vv OF Ver OU NOL, Ore, 

1953/54 —- — — — фр 02 0.2 0.2 о СЕ 0.130: 0.2 0.4 
1954/55 — — р 0:1 0.2 0.4 | 0.4 0.6 0.4 0.6 — 0.1 0180.5 
1955/56 — < — — 0.4 0.6 0.4 0.6 О ial 0.2 0.4 0:2580:3 
1953/54 —- — ПОРН 33105332 12.6156 17:624.9 7.8 11.8 |’ 10:3} 14.7 
1954/55 Хх 2 1101179 526 90:9 | 10.9154 0717-6 ЗАТ 52359 
1955/56 р BARS 791113 651 944] 12.0 14.8 16.621. 5 13-22785 
1953/54 — = 2.2381 53:41 12:8 15:9] 1 18:4126:0 9.919 10:5 151 
1954/55 ПО 21 112 18:01” 528 91.37! 11.3 16109) 121019, 20 10:16: Е. 
1955/56 PPD BYP? 793 165.5: 1952: | 1255 15:4) 174226 ell 16 Om ele moc 
1953/54 вы 69.5 89.1 | 441 60.1 | 27.7 33.8 | 16.1 20.7 бое 
1954/55 В. 0А.2 ail SES || Sik со Эм CH ile 1.6 2.6 | 33.1 54.4 
1955/56 6.0 6.7 Ble BY CARS) SSO) |) 7 PS |) UE NZS) 8.7 10.9 | 39.3 50.9 
1953/54| 24.7 26.3 0,8 LOR 11:9 918.4 7.4 8.7 и 0.6 0.8 0.6 0.8 
1954/55 | 21.0 23.5 Op COP |) 3.527061 3616.9 ТУ 9 doy 3 0.8 1.0 
1955/56 | 30.6 26.4 9 Ot 15. 02169-58121 25 0B. OEP PES 1.2 91:6 
1953/54 Ц 5 89.9 113.3 ЗИ. 5 4.3 4.8. | 10 5000.8 9( 2.5) 15:2 0.4 0.4 
1954/55 OS ФУ || ПЭ 17255 2.8 4.8 5.8 7.0 | 10.0 10.0 Th «ORS 0.4 0.5 
1955/56 1.6 1.8 | 124.4 106.1 216 Bh? 74 6.6%)" 14:07 10111 10:65 937, 0,2102 
1953/54 0.9 0.8 25 32 Иб 29 174 OL: 3.7 4.2 3.4 4.0 1.0 о 
1954/55 Poe) 249 тэ 1:01:31 13.6 18:4 202.2 215 82.9 12 2.1 
1955/56 0.6 0.7 22 2.4 (ORY | eae PA 2.0 9156 КН 5 я о 
1953/54 (3) OS — — о п — — LSI PALS 0.4 0.8 — — 
1954/55 1.0 1.4 — — ОО: 8 OO: 1.4 2.5 0.6 0.9 —  — 
1955/56 0.9 1.2 — — (se 10 — — 3.1 45 0.4 0.5 — 

eee 


1953/54 
1954/55 
1955/56 


Sources: See Table X. 


Note. — No imports from eastern Europe. 


30.0 32.9 
28.9 34.7 
41.9 40.0 


169.9 218.8 
171.9 201.6 
IAS), Sih! 


99.7 140.8 
107.9 189.1 
12726 7-6 


31.7 42.2 
23.8 34.0 
37.0 43.1 


49.6 72.0 
50.1 82.2 
54.9 73.4 


@ Includes very small quantities imported from Canada. 
5 Excluding the sterling area. 


Total of 
countries 
listed 


502.0 655.8 
488.5 681.1 
562.7 627. 


TABLE XIII 


Imports of raw tobacco into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 
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Area of origin 


ited States . . 


nada 


ner dollar area 


tal of dollar 
rea 


n-dollar Latin 
America 


erseas sterling 
rea 


jliated overseas 
reas а 


her overseas 
sountries 


sstern Europe . 


stern Europe . 


IMPORTING COUNTRY 


United Western Belgium- ethos: Total of 
г Егапсе Ital L i ether . 
Kingdom y uxem Sweden countries 
2 a bourg lands listed 

Q У Q У Q У Q У Q У Q У Q У О У 
1953/54 Э-2 591.8 2.4 3.4 26.0 36.6 3125 CHS. Е IPO) 48 7.8 113.0 163.6 
1954/55 68.9 110.8 6.8 11.0 PSY 5) si Sail 9.1 8.6 | 15.6 16.0 5.4 9.3 132.6 195.3 
1955/56 94.6 151.1 ye 8 27.2 40.2 52:4 91:58:71 CLS) Dies 4.3 6.8 BONS} 9728}-3} 
1953/54! 14.7 19.8 и =a а О Ol ae oe 14.8 19.9 
1954/55| 18.2 258; — — Sel) оо м м 
1955/56 90131 — — 0:2. 0.2 — — (0280:2 025.02 0.35 110 1532 
1953/54 0.1 0.1 0.8 0.7 AD 225) —_—- — 2am le 1.0 1.0 0.4 0.4 8.7 6.2 
1954/55 0.1 0.2 18 0.8 Shi PS 0.1 0.1 В Л! 1.0. 1.1 OOH 10.5 6.5 
1955/56 0.1 0.3 р о. 9 011 0:2 Бу И 1.1614 р Ou 12.4 7.6 
1953/54 20 ШУ Зо: 80:22 ВИ Их eS | Но Е | Ry 180) ВИ OSs, 36.5.1897 
1954/55 87.2 136.8 8.6 11.8 30.2 39.3 о S| ШО TO! бо 5.5. 9.4 161.8 227.9 
1955/56 104.3 164.5 6.2. 15.60 32.7 —43.3 Пе О | ПХ ПО ЛИ Па 5203:4 173.7 246.1 
1953/54 0.1 0.1 ee ge 53. 39 —- — 2) 15 Slee O2a 02 121 9.8 
1954/55 — 0.1 IR HS) ЗЫ Е — — 75) lei, 4.7 4.2 0:30 0:3 lips PX) 
1955/56 — — 22 128 4.5 3.4 —_- — Dawe © Я Pay 0.1 0.2 И 9.4 
1953/54 48.1 64.6 Os O:1 0.5 1.0 — — 1.9 0.8 4.3 2.4 TBE” 00% 56.0 69.7 
1954/55 54.6 75.4 ТА ь 11 iil Os} —_—- — Dok WKY) Ss). Spi ПГ 12 66.2 82.6 
1955/56 46.2 66.3 0.7 0.3 По ЛИ — — 2.2110 Bs) WHO) 0.5 0.5 Ви lok 
1953/54 — —- Le 15.3 —- — — — ORR ОЗ 0 — — 18.0 18.7 
1954/55 — — 1738 177 —_- — — — O22 0:2 —_- — —_- — LESS, 
1955/56 — — 20.0 20.5 — — — — 0.2 0.2 — — — — 20.2 20.7 
1953/54 0.1 0.4 0.1 0.6 4.7 8.0 — — 1.6 1.9 ВИ МЫ 0:2880.7 10.4 22.7 
1954/55 0.1 0.6 0340.5 4.0 8.4 — — 16121 6.2 14.6 0.2 0.8 12.4 27.0 
1955/56 0.1 0.3 0.4 1.1 37 SHY) о — По 15 3.8 10.7 0.2 0.8 9.3 24.6 
1953/54 66.107 2 1922.1 3.6 4.6 DS) PAY) ED) Ws DFO)” Byes BERKS IES) 
1954/55 бы 11610 233. 274 26 6.7 8: 2.4 7.4 8.6 оз) 2-5 59.2 70.3 
1955/56 6.1 iz bese О 33.0 40 8.3 9: 2.9 6.6 8.4 ЕО 7 Sab 159 
1953/54 0.3 16 ee 
1954/55 0.2 3.7 4.2 
1955/56 0.4 49 5.0 


126.9 187.5 
148.3 224.6 
156.7 242.3 


1953/54 
1954/55 
1955/56 


Sources : See Table X. 


60.5 


а Excluding the sterling area. 


20.4 18.2 
PINES) hs) 
22,3 8.2 


288.4 375.1 
336.3 442.8 
330.1 452.5 
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TABLE XIV 
Imports of rubber into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


ee аа О, 


IMPORTING COUNTRY 
Year - Belgium- Total of 
Area of origin July/ United France Western Italy Luxem- Ne Sweden countries 
June Kingdom Germany bourg lands listed 

OVO any, OF = VO Va Oy оу Q be 
United States . . | 1953/54 3.9 4.2 Ais 22 54 3.8 | 3.7 24| 04 04 02 05 1 0905 18.8 144 

1954/55 6.1 5.8 5:72) SAS 90 oy) 6.4 3.9 eth ONE Nes 10 141.0 ЗЕ 27 
1955/56 | 23.8 16.8 ИО | 2572 80| Ш 68 4.3 2.4 В ales 503.0 89.4 56. 
Canada) о 1953/54 5 Se | М 12 60 14.0 | 5.1 3.31.20, 101 035-03 ВО 30.6 19. 
1954/55 в 55 AP, FEY) 6.4 3.9 7.0 4.0 2.4 1.4 Da US) O23 OZ 37.1 1228 
1955/56 917-6 910.9 1522 9!0 8:1 85:1 6.5 SG) PY Mere 1.20.8 0.4 0.2 51.3 302 
Total of 4оПаг 1953/54 90 19 16.4 9.7 11.4 7.8 88157 2.4 1.4 0.5 0.8 10507 49.4 34. 
area < 1954/55 | 14.2 11.3 17.4 10.6 По | alskeb Was) 3.58 2:0 Pde)” ANP) 1.7 №512 68.7 44. 
1955/56 | 41.4 27.7 | 34.2 21.0 | 31.5 18.8 | 17.8 10.4 6:35 3:6 4.32.6 5:4 3.2 | 140.9 Sie 
Non-dollar Latin | 1953/54] 0.3 0.4 о 01 — | — — — — — — — — 0.4 0. 
America 1954/55] 0.6 0.6 — = —- —|— — — — — — — — 0.6 0.5 
1955/56 | 0.6 0.7 — — — — — — — 0.6 0: 
Overseas sterling |1953/54| 237.5 1171 | 925 418| 75.9 33.3 | 50.2 22.7 |- 6.5 3.1 6.0 2.4 | 20.3 8.8 | 488.9 229.2 
агеа 1954/55 | 246.0 155.6 | 105.7 60.8 | 110.5 61.7 | 53.6 30.1 7.4 4.4 7.9 4.4 | 234 12.8 | “55435 (3298 
1955156. 305:7 256.2 1889 70:7 1010 175.2 -557 438 5.7 4.4 5.8 4.2 | 18.5 14.3 | 581.3 468. 
Affiliated overseas | 1953/54| 0.4 0.1 Su № 1.21057 | 0:8 0.2 | 9.33.6 0:35 ОЕ 15.810: 
areas 6 1954/55 = = QO) S40 26 1184 OZ С | ПЗ 5 0.90.5 O80 23:6) 138 
1955/56] 0.7 0.6 5.5 4.3 ЗИ о Oy 09| т в 2. ВТ ОУ SOM 237 18 
Other overseas 1953/54. 139 7:09) 307 162. 547 1243 э.8 12.5 3:05 11:7 5.3 1.3 0.61 12 5 
countries 1954/55) 19:0, 711.8 4 23967 139 | 490 277 ee © ЗЕЕ. 6.2 1.2 0.8 |7 111.39 645 
1955/56 | 25:8 221 | 1527 а06| 48.6 385 39-29 3:6 ‘2.4 |101 7.0`|' 0.70.5 | 145 
Western Europe . | 1953/54| 0.6 0.3 4.0 0.8 “vey 05| 259 0 1.8 0.4 | 4.8 1.0 1089.2 20.87 35 
1954/55 LAA ONS 3) (Os7/ О 00| 99 95 557 1.31 10:2 25.9 41 
1955/56 Зи | BP Os ie ie 19| ЭФ И A). 0 5 tle 7/ 19'S O'S 38:9 esa 
Eastern Europe . | 1953/54] — — —- — eh ge ee ee Fe a 
1954/55] — — 0.4 0.1 —- — — — 0.1 — — — 0.1 — 0.67" On 
1955/56] — — tat 05 0.2 — 0.4 0.1 0.3 02); — — 0.4 0.3 2.4 We 
ЧЕТВ, оо вв 1953/54 | 261.6 132.8 | 147.3 70.4 | 147.6 66.6 | 69.9 31.4 | 23.0 10.0 | 23.3 9.8 | 23.7 10.3 | 696.4 331. 
1954/55 | 281.0 179.9 | 159.3 91.1 | 188.1 101.5 | 73.9 40.2 | 27.2 14.8 | 27.9 14.3 | 27.8 15.1 | 785.2 456. 
| 1955/56 | 377.9 309.5 | 192.0.139.3 | 195.5 136.2. | 83.0 58.1 | 29.2119.4 | 28.6 17.6 1927.0 48.9 | 9332 oo" 


Sources : See Table Х. Ь Excluding the sterling area. 
а Includes very small quantities imported from “ Other dollar area”. 
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TABLE XV 
Imports of timber“ into selected western European countries by area of origin 


Values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 


Year 
rea of origin July/ Е Belgi 

United Western ИИ» Nether- Total of 

June - France Ital L = ee Swed i 
а Ге у uxem weden countries 

8 Gs a bourg lands listed 

ted States . . 1953/54 1.8 a 18.0 

1954/55 2.4 2 20.8 

1955/56 2.6 3.5 28.8 

DCE м. 1953/54 0.8 0.6 87.7 

1954/55 1.9 1.2 116.0 

1955/56 6.1 1.8 121.1 

er dollar area | 1953/54 0.2 0.2 Det 

1954/55 0.2 0.2 3.1 

1955/56 0.2 0.2 4.1 


al of dollar 1953/54 


Г) 
Nn 
— 
= 
ce 
> 


rea 1954/55 4.1 139.9 
1955/56 5_ 154.0 
1-ЧоПаг Latin | 1953/54 4.4 0.3 0.7 19.6 
merica 1954/55 oH 0.4 0.8 16.9 
1955/56 12.1 0.1 0.4 16.0 
rseas sterling | 1953/54 45. 2.0 у 1.3 1.0 56.8 
rea 1954/55 38. 3.6 7 Е 1.0 56.2 
1955/56 42. 6.0 Bi 2.3 1.1 68.5 
liated overseas | 1953/54 0.8 6 3.8 0.7 45.3 
reas 5 1954/55 0.4 all 57 0.7 51.6 
1955/56 0.5 в) 5.4 0.7 63.1 
ег Overseas 1953/54 1.0 1-7 esi) 0.9 13.8 
Suntries 1954/55 0.9 1.9 2.8 13 21:2 
1955/56 1.2) 2.8 4.3 2.1 26.0 
stern Europe . | 1953/54 63.6 22.1 6 12.8 479.2 
1954/55 70.7 30.0 ol 12 583.7 
1955/56 81.3 35.8 3 12.1 643.8 
tern Europe . | 1953/54 8.5 0.3 89.6 
1954/55 10.9 0.4 118.1 
1955/56 14.6 0.4 158.2 
tal ee os oss 1953/54 812.7 
1954/55 987.6 
1955/56 1129.6 


Sources: See Table X. а Includes round, hewn and sawn wood. 6 Excluding the sterling area. 
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TABLE XVI 


Imports of raw wool into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i. fe 


Year 
Area of origin July/ 
June 
United States . . | 1953/54 
1954/55 
1955/56 
Non-dollar Latin | 1953/54 
America 1954/55 
1955/56 
Overseas sterling | 1953/54 
area 1954/55 
1955/56 
Affiliated overseas | 1953/54 
areas а 1954/55 
1955/56 
Other overseas 1953/54 
countries 1954/55 
1955/56 
Western Europe . | 1953/54 
1954/55 
1955/56 
Not allocated . | 1953/54 
1954/55 
1955/56 
Total We. ees). 1953/54 
1954/55 
1955/56 


Sources: See Table X. 


Norte. — No imports from Canada and “ Other dollar area ”. 


IMPORTING COUNTRY 


‘ Belgium- 
United Western 2 
Kinser France Germany Italy Е 


ОУ OP 2 Vea OO ge О, Vie ey, 


— —. — О = 
= = 0100: a 

26:02 43.4 | 15:50 22. Sn eli ime e110 6.2 5100 8.5 
255. 36.5.) 134 18:9 во дары 229) se 88 
34.3 45.3 | 19.7 23.6 | 17.4 24.9 | 4.2 ee) || TAL) 8.9 
273.9 467.6 | 149.0 266.0 | 52.3 89.6 |73.7 147.6 |56.9 84.4 
265.8 430.0 | 125.2 202.3 | 69.6 109.3 |52.5 94.0 |52.0 69.6 
272.7 392.5 | 155.1 217.1 | 77.3 118.4 |49.0 82.4 62.6 74.4 
0.4 0.7 5 SL и ое 0:2 Ont 0.5 

OF lO aye) SA) O;2 0:25) 0:3 0380058 1.0 

(0) 5 4.3 4.4 0.2 0.2 | 0.4 04/06 0.7 

OSS On 0:2 0:2 ОТ. Zelda LOR OPS OZ 

sy OS) OD 10:2 0.8 07/04 0.6 | 0.1 0.1 

955) 05 O2 0:2 0:5 10.5 150.4 80.7105 0.4 

12.1 24.6 16 20| 11.3 23.6 | 19.8184 | 6.4 8.9 
13535 23.3 д | РДУ РОЗ И Е 
15.4 25.4 14 24) 134 24.8 | 9.6 18.0 | 9.1 11.8 
44 5.4 — 0.1 —- —|]— — — 

3.0 4.0 — — — — | 3.1 4.0 | 0.1 0.2 

3.27 ка — — | —= | 0:6 0.8 


317.6 542.4 | 172.2 297.0 | 83.2 140.2 |91.0 177.7 |70.6 102.5 
308.8 495.3 | 145.2 228.3 | 99.7 158.7 |66.8 118.5 |65.6 88.3 
326.4 468.3 | 180.7 247.7 | 108.8 168.8 |63.6 107.4 |81.1 97.0 


@ Excluding the sterling area. 
Ь Includes very small quantities imported from eastern Europe. 


Total of 
pm Sweden countries 
ands listed 
Q WA Q У Q № 

— = ae 0. 

—_—_ — 0.1 0. 

ie) В 0:2 17 74.5 115 
less 3.1 0.3 0.6 63.3 92. 
Ze bye Об: 87.4 114. 
5.4° 9.6 3.0 5.9 |-614.2 1070) 
6.7 9.8 SiGe Tae. | 922. 
7.6 10.8 3.9 7.0 | 628.2 902. 
0.1 — — 6.6 wf 

56 — — Е 7. 

— — 5.8 6. 

sie ad —_- — 4.2 3; 
0.4 0.3 —_- — 2.4 Я 
0.4 0.4 — — Е 2 
и IBS on 220 45.7 87 
4.4 7.9 1» 2.0 49.5 87 
5:0" 8.6 1237" 24 55.2. 93, 
ПЕ И — — 5.4 5! 
Ofte Ot —_—- — 6.3 8. 
0.1 0.1 — = 3.9 BY 


аа 
ое 
Я 
бо м 
— 
1% 
© 
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TABLE XVII 
Imports of raw cotton into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


[|= eG eeeeseeeeeen (eee eee ee 
IMPORTING COUNTRY 


Year 


tea of origin | July/ United Western Belgium | Nethers О. 
: France Ital L - и Swed tri 
Kined y uxem weden countries 
hae nue Е bourg lands listed 

OF Ns ORY ОБЩЕ БО. УМО Уотсон Q Me 
ted States . . | 1953/54 | 103.5 77.2 | 114.1 89.5 | 105.4 711 | 53.4 44.4] 26.4 20.2] 31.7 26.8| 10.2 8.4] 444.7 337.6 
1954/55 | 141.8 105.6 | 120.2 93.3 | 118.6 79.1] 58.6 48.9] 25.5 18.7| 43.5 38.0| 12.1 10.1| 520.3 393.7 
1955/56 | 91.0" 52,5 | 6631 421 | 643 22.51 34.1 257! 157 97| 3138 25.8) 64 50| 3096 183 
er dollar area | 1953/54 | 11.6 8.6 1.4 eit |) Ses) 28:8 3.3. 4.912148 91231) 28.4 "6,9. 3.4 &24 17505 68020 
1954/55 | 16.1 12.9 3.20 2.9) 149.7 4014, 2,6 (2.249234 19900871 6075.1 4.3] 1072 180 
1955/56 | 24.4 18.3 | 10.2 7.3 | 126.2 94.2 | 11.5 9.3| 26.6 20.7| 15.4 11.8| 10.1 81] 224.4 169.7 
al of dollar 1953/54 | 115.1 85.8 | 115.5 90.6 | 143.0 99.9 | 56.7 46.3| 41.2 32.5| 40.1 33.9| 13.6 10.8] 525.2 399.8 
ea а 1954/55 | 157.9 118.5 | 123.4 96.2 | 168.3 119.5 | 61.2 51.1| 48.9 38.6| 50.6 44.0| 17.2 14.4] 627.5 482.3 
1955/56 | 116.0 71.2 | 76.5 49.4 | 190.5 116.7 | 45.6 35.0| 42.4 30.4| 47.2 37.6| 16.5 13.1| 534.7 353.4 
\-ФоПаг Latin 02 O21 129.0 22.870. 5 45:8 18.6 13.21 23.9 182 05 7.7 ll 554-2092 Biase 
merica 1954/55 | 70.0 46.8 | 24.8 21.6] 60.7 43.4] 20.4 15.8] 21.9 166] 7.7 63] 4.1 3.5] 209.6 154.0 
1955/96 [< 58.1 38.9) 148 124 37.5 269 | 11.4 84| 11.6 85| 57 47| “3:7 28| Мо 
rseas sterling |1953/54| 96.2 68.6 | 24.1 17.2 | 28.7 18.8 | 22.6 16.3| 11.5 5.6 6.2 3.9| 4.4 3.2| 193.7 133.6 
rea Poa So) 12.9 55.7 | VS 11.0 122.25 15:6 1104 88.21/94) 5473.5 2.42.7 13| 18621 1001 
1955/56] 96.4 65.9 | 29.6 19.1 | 35.6 .24.5 | 20.0 13.2| 194° 99! 5.7 30| 3.0 1:8] 209.7 1374 
liated overseas | 1953/54 О eo. L | 38:07 629577 10:3 8.3 0.6 0.5| 17.8 134) — — 2.4 1.8} 77.0 58.8 
reas 5 1954/55 3:3 2.6 43. Oe 36.2 C2 oe 0.8 0.3| 16.8 13.6] — — о О т SL) 
1955/56 G65 3.2) 53:6 3316 8.4 6.7 — —| 16.1 11.5) — — 2.3% S157 |) 37.0061 
er overseas 1953/54 | 111.6 100.8 | 82.3 78.4 | 57.9 52.2 | 39.5 40.7] 10.2 8.0) 65 5.8| 24 2.3} 310.4 288.2 
untries 1954/55 | ‘64.8 64.6.) 83.99 984.091'°41.9 411 | 36.6 37.9| 8.2 1.3|` 5.5 5.5} 21 1.9) 24300223 
1955/56 |’ 79:0 70.4 | 93.4 81.4 | 43.2 39.5| 48.6 45.4) 7.7 6.5| 5.71 5.2| 16 15| 219.22 249.9 
stern Europe . | 1953/54| 19.0 10.1 | 19.1 14.0 | 29.4 17.2 | 30.8 23.6| 84 3.3| 18.0 10.5| 4.9 2.0| 129.6 80.7 
1 167 99| 199 14.5 |-27.9 1 15.7 | 15.07 11.2] ШГ 5.3) 16:62 9.6 5.9 21.9) Изв 
1955/56 |622 12.5 | 34.5 23.0] 24.4 12.1 | 36.0 27.1 ПО Вр Е вЫ 5.6 12:0 11 147.8 889:0 
tern Europe . | 1953/54 6.2 3.4 4.0. 30); — — р Mail © 2 1.2 0.9| 0.2 0.1 21.4 12.8 
1954/55 | 27.0 20.3 i 13s eS) UE 95 8:3) о ПВ п | 99 25 53.6 41.7 
1955/56 | 19.4 12.9 9:2 AY. Nel WIAs RY 4.8 3:9) (93259 1-5) OlSt Oo y ail 0.7) SOO ot 
otal .... | 1953/54 | 445.2 335.9 | 312.0 255.7 | 339.8 242.2 | 172.0 143.3 | 119.6 83.7] 82.5 62.7| 35.6 25.6 | 1506.7 1149.1 
1954/55 | 414.6 318.4 | 318.8 270.1 | 328.7 241.4 | 153.9 132.8 | 119.2 88.6| 85.6 69.1 37.6 28.0 | 1458.4 1148.4 


1955/56 | 397.6 275.0 | 311.6 233.9 | 350.8 234.4 | 166.4 133.0 | 108.6 71.5| 82.4 60.2| 33.8 23.6 | 1451.2 1031.6 


Sources: See Table X. а Includes very small quantities imported from Canada. 5 Excluding the sterling area. 
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TABLE XIX 
Imports of refined petroleum into selected western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


ЕЕ Eee SO ee ee re ee 
IMPORTING COUNTRY 


Year i, =n ee 
Total of 


2a of origin | July/ | United Western Belgium- Nether- 
: Егапсе Ital Lb Я ether. : 
Kined y uxem Sweden countries 
anne oe ny bourg lands listed 
ом SY м OF Ove) РО оо 

d States . . | 1953/54 GS SG Sa 4 Sel sel 9-87 90lSn 92 1246:0 14.5 G2. Shi 92 131.6 
1954/55 50:4 1 1206.45515.:518138:98 08.3281. | 176378 2.5 ee) OL) 6.4 117.1 
1955/56 65381 %205.9 5-5 18354:3317.53 1113.88 10:7 15205.6 13.Sai 1 16s1e) 8.0 8.0 140.8 
Ча . | 1953/54 0.8 — — — — 821 0:6 — — 1.4 
1954/55 0.8 —- — _- — 48 0.3 — — — 1.1 
1955/56 0.8 — — — — 5.31 0.3 — — — 11 
- dollar area | 1953/54 15.6 13.9" 22.4 65.3823 2.7 — | 203.0 6.2 | 243.1 5.0 19.4 50.9 
1954/55 PHD 40.2 1.2 98.553. № lsc 0:3 157.2. 4.9246. ee Si4 15.0 Set 
1955/56 30.7 Т.В. 3) eat -One 1 2 ТО: 9.9 253:9 446.9 83:99 29) 33.2 89.1 
of dollar 1953/54 85.1 | 260.4 16.9 | 238.4 12.1] 101.4 9.8 | 449.0 20.7 | 312.3 10.7 28.6 183.9 
а 1954/55 TSA | 6246.616.7 mes Teen LL AAS 5511.71 1333.9. 117.418339:6 12:3 21.4 169.3 
1955/56 98.8 | 1283.77.38 | $31928.7 e220 ON 12.9) 1459'S)" 20:7 3% 20010) 10.9 41.2 231.0 
dollar Latin | 1953/54 — — — — — у Ом ь — — 0.1 
lerica 1954/55 0.6 —_- — Seen OL2 —- — о 6.4 0.2 — 1.0 
1955/56 0.6 — = 141 0.4 — — 0.3 29:5 1:0 — 2.0 
eas sterling |1953/54 56.7 —- — — — 3.4 0.2 30:8; 1 152 13736 6.6 68.2 
a 1954/55 68.1 РАВ 2. Ча 0.115210 1.2 Ts PRY IL PATENT SVS) 9.0 85.9 
1955/56 85.8 | 134.8 4.5 D9 O!2 5 15:9 0:40) 9 14354 0437) 820233 5.1 26.5 126.8 
ated overseas | 1953/54 74.9 BOE OS 19125.51 Sol 6.8) 0.3 9299.0" 9.9 62470 18:1 323 141.4 
as а 1954/55 62.7 13881016 43 leo 14:9)8|— 2101 0.9) 5367.39.33 4492461812 233 129.9 
1955/56 68.9 48.7 2.0 1127Л 33.2 | 44.5 2.0 | 292.4 6.4 | 402.4 14.5 BINS) 158.5 
- overseas 1953/54 1.5 ied eel 120 0.8) 12:8 0.6 16.3 0:55) 202.3 47 0.1 9.4 
intries 1954/55 4.2 45.1 1.4 5 2a Oa bl 4 388i 3.0 ПЕ 2.166198. Ome ANG 1.3 17.1 
1955/56 > ПЭ: 93.2 206 0.91 65.10 1.8 45.5 1.4 | 182.0 4.8 3.9 235 
smn Europe . | 1953/54 44.3. | (443.1 15.7 | 7150’ 22.6 | 328.6 9.4 |1 102.1 33.6: 1559: 17:6 63.2 206.4 
1954/55 52:1 | 329.1 11.5 |1 179.0 33.0 | 281.0° 8.3 11 239.6 37.2 | 961.0 28.5 89.1 2591 
1955/56 87.1 | 335.4 11.7 |1 836.2 55.3 | 96.8 4.4 [1454.4 44.1 1252.0 39.2 106.5 348.3 
го Europe . | 1953/54 (ar || Tee Ses T6524 123,495 2.405129 1 201 10.1 0.2 10.7 23.9 
1954/55 ИЗО О | TEES» Sei iN WACl. Peay il IRATE) oS) 9.3 0.2 20.4 43.0 
1955/56 РТ |! 303.1 12.2] 162.5 45. 448 110414 2.5 11.6 0.4 20.9 43.3 
allocated . . | 1953/54 — 2.1005 — — 0.2 0.7 
1954/55 — 4.8 0.2 — — — 0.2 
1955/56 — 1.2 0.1 — — — 0.1 
Ес 1953/54 263.0 | 958.2 40.2 1167.4 43.0 | 578.4 22.8 2029.0 68.4 |1 922.2 54.9) .. 141.7 .. 634.0 
1954/55 267.5 |1 009.8 42.7 |2 002.3 63.8 | 781.7 27.6 [2277.8 72.2 |2 221.2 67.8| .. 164.5 oe OGL 
1955/56 350.4 |1265.6 51.4 |4 004.3 123.2 PDS MIL) UES РАЗ TE во 29 493355 


›игсе;: See Table X. a Excluding the sterling area. 


А-34 


Area of origin 


United States . . 


Canada 


Other dollar area 


Total of dollar 
area 


Non-dollar Latin 
America 


Overseas sterling 
area 


Affiliated overseas 
areas а 


Other overseas 
countries 


Western Europe . 


Not allocated 4 


Total 


TABLE XX 


Imports of copper into selected western European countries by area of origin 


Year 


July/ 
June 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 
1955/56 


1953/54 
1954/55 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 
a ж—————о——— 


United 
Kingdom France 
Q У Q № 
ры ПИ Юл 1 
33.2 26.6 | 46.0 35.8 
10.9 10.9 | 61.3 63.8 
60.5 40.8 3.6 2.4 
66.6 53.1 7.1 5.5 
60.5 62.7 10.2 10.5 
О ОА 
0.6 0.5| — — 
83.0 55.8 | 19.7 13/7 
101.0 380.6 53.1 41.3 
IPO) | Fils) ПЭ 
9.6 6.3 Dey Dil 
56.6 43.1 22.72 1.6 
ТА. 69.2 0.9 0.9 
245.5 158.5 7.8 5.1 
216.2 163.3 8.4 6.1 
242.4 233.9 | 17.0 17.5 
4.0 2.6 | 34.1 22.6 
5.9 4.4 | 43.2 33.3 
8.9 8.8 | 36.3 36.6 
Die 14) 10m 01.5 
0.2 0.2 0.2 0.2 
28.4 19.1} 34.3 24.1 
ah 25| 20) ELS) 
By Wels | SRO Syle7/ 
2.5 1.7); — — 
373.0 244.0 | 98.8 67.6 
414.8 318.2 | 155.1 118.3 
411.9 400.0 | 180.9 184.2 


IMPORTING COUNTRY 


Belgium- Total of 
Western 1 Luxem- Nether- Sweden countries 
Italy lands - 
Сегтапу bourg oa listed 


27.54 17.5 | 66% 4.9) 0.0: 10:61] 104 6.6) 0190014 | eesfemee 
481 356 | 153 10.6|. 11.6 012 | 459 11.6) ов вт 
377. 35.7| 124 108| 0.2 021102 93 034 33| 361 а 
19% 121 =! — 80 0.1 зо 6 0 
10. 09|... _.. | -— | eet a |: 
и а ee 
qe Чары о eee бе О 1.7 
13.0 9.4 Е: _ 
2019120] oe |) 6025 помех eS ее 29 
30.9 198| 66 49| 1.0 0.6|'102 67| 23 1.7| 153.7 10 
621 6 45.9 | 15,3°/10.6) 1.6) 12) 15.9 11.6)" 09152] 255.7 eae 
41.5 39.4) 124 108) 04 03] 10.2° 93| 1333] 2114 oz 
160) 103) 07 0.8] 02 01| = — | 4022 5 
61.4 45.0] 19.6 13.5| 3.0 1.6| 29 24| 4.5 3.2| 1502 11 
75.2. 73.0)735.284|_21 20| 219 19] ее | 
26.2. 15.8 | 19.9 12.5| 140.8.0| == — |498. 125 55 
20.0: 13.34) 30:9 20,8 | 15.22 01| == — | 553 05 
29.91 27.8 | 32.5: 30.1] 11.61498 | —-й — |603 ОИ 
0.12 — | 12.8 8,5 |154.61108.5 | 00.3 02| умом 
028 0.2 |1 624433 [143.506 |e 1 199.0 15 
11 6.0.9 | 10.8 101 1:166.0159.67 23. -— | зева 
12010.25 аще fae Ss eee 1.2 
09 0.7 « e403; 20.2) Е == ООО 
ОО pe hina ge cee Pay а 0.5 
104.7 60.0 | 34.0 20.2| 162 9.7| 127 8.2| 29.5 20.0| 259.8 16 
89.7 59.2 | 14.3 98] 62 41] 14.2 10.0] 31.0 219| 2351 16 
100.2. 88.6 | 11:82210.5| 18:72 51:2 | 124 11.5 | 3735354 | 2365 
В Я ПН 2.5 
StS eh 383523 == Gee pe: — eee 3.3 
ОО epee et) pee Se ee 0.4 
179.1 106.1 | 74.0 46.9 | 186.0 126.9| 23.2 15.1) 55.9 37.2] 990.0 64 
234.3 164.3 | 89.6 61.3 | 169.8 125.4 | 32.8 237 57.6 41.7| 1154.0 85 
248.4 231.9 | 99.0 89.9 | 188.8 178.4 | 24.2 22.7| 58.3 57.0| 1211.5 116 


1955/56 


Sources: See Table IX. 


a Excluding the sterling area. 


Ь Includes very small quantities imported from eastern Europe. 


А-35 


TABLE ХХ 


Increase of income, investment and output in the Soviet Union and in eastern Europe, 
1950 to 1955 and planned for 1955 to 1960 


Percentages 


meationsleipcome .. .). wus doen oe 70 
Gross fixed investment ......... 110 
Value at plan prices of gross output of: 
аи ое em. te 179 
of which ; 
Producers” SOOGS а. 156 
29033121371 goods, «47: Gs ck os ahs 197 
да © о | Aa es В 
Employment in industry. ........ 64 
Output per man in industry. ...... 70 
Real wages of workers ......... 20 
Real incomes of farmers_.«°.-. . ..... 354 


1950 to 1955 1955 to 1960 | 1950 to 1955 1955 to 1960 


CZECHOSLOVAKIA EASTERN GERMANY 


1950 to 1955 1955 to 1960 


Plan Actual Plan Actual Plan 
53 51 48 62 45 
54а 36 100 4 67 1294 
91 70 50 90 55 
102 86 57 94 60 
84 51 40 84 40 
50 17 30 325 22 
18 13 6.5 19 3 
62 50 41 63 50 
25 27 30 125 с 
38 23 


HUNGARY POLAND RUMANIA SOVIET UNION 
1950 1955 1950 1955 1950 1955 1950 1955 
to 1955 to 1960 | to 1955 to 1960 | to 1955 to 1960 | to 1955 to 1960 
Actual Plan Actual Plan Actual Plan Actual Plan 
анна пасом . 3%: ее 36 40 as) 50 93 50 68 60 
Sross-tixed investment) = .. ме... 15 704 64 47а 126 85а 65 75 а 
Value at plan prices of gross output of: 
ANGMSLFY Е es) ee 102 47-50 118 53 116е 60-65 85 65 
of which: 
mrecucersy COOKS. (о. с. 128 58-60 130 53 131 70-75 91 70 
Seonsumens GOOUS «<3, See.) whch a. = eos 78 38-40 103 54 97 50-55 76 60 
ОИ amet. о hs tae И 108 9 25 78 е 56 70 
Employment in industry ........ 53 9 37 13 10 29 10 
Output per mani in-industry ...... 32 36 59 35 45-50 44 50 
Real wages of workers. ........ 6h 25 14 30 28 30 39 30 
Real-incomes Of farmers до. 4% - 214 25 30 50 40 


Sources : See Appendix В. 
Note. — Albania, Czechoslovakia, Rumania and the Soviet Union: 


Investment by the State only. Eastern Germany and Hungary: Total gross 

fixed investment (including private investment). Poland: Investment by the 

State and co-operative farms. 

@ Calculated on the assumption that investment is planned to increase at 
a constant rate sufficient to give the total planned for the 5-year period. 

Ь А 44 per cent increase of gross output was reported earlier. Net output 
increased by 12 per cent. 


с The increase is 75 per cent according to the earlier-used base-weighted 
type of index. 

4 Increase in money income. No information is available on price movements. 

е Increase in net output: industry—93 per cent; agriculture—90 per cent. 

Ff Average of 1951-1955 over 1950. 

& Average of 1956-1960 over 1955. 

h Based оп 1949: between 1949 and 1950 consumption per head increased 
by 5 per cent. 
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TABLE XXII 


Gross fixed investment by sectors in the Soviet Union and eastern Europe, 
1951 to 1955, and plans for 1956 to 1960 


Five-year totals in national currency units at plan prices 


HUNGARY 


ALBANIA EASTERN GERMANY 


1951 to 1955 1956 to 1960 | 1951 to 1955 1956 to 1960 | 1951 to 1955 1956 to 1960 


Actual Plan Actual Plan Actual Plan 
(Billions of leks at (Billions of DM at 1955 (Billions of forints at 
1 January 1955 prices) prices) 1 January 1952 prices) 
Allindustry ее eee 8.36 9.69 10.9 4 25.44 32.3 33-35 
hich : 
ae ANGUStEY |e SUR reese cree neat: aie bed 9.1 . 29.2 27 я 
Light industry) о а ла to о ВА Оооо за xe 1.8 ae 31 ‚ 
А Renee ne mace 2.74 4.01 25 6.5 114 14 
Transport and communications ..... 1.90 2.10 2.85 7.15 eth 10 
TEC ak iy ee lea ЩЕ se ae a4 ad 1.6 AS 
HOUSING Hoe Tae Beh Tee kets 4.2 ТЕ 4.6 8.0 
Schools, hospitals, public buildings, etc. ale aes 3.3 4.7 6.5 5.0 
Оо о а sd i eis 2.09 2.93 6.0 3.6 Sul 4.5 
FL OTA Vek n cee НЫЕ 17.25 21.94 29.5 54.6 68.9 76-78 
POLAND RUMANIA SovieT UNION 
1951 to 1955 1956 to 1960 | 1951 to 1955 1956 ta 1960 | 1951 to 1955 1956 to 1960 
Actual Plan Actual Plan Actual Plan 
(Billions of zlotys (Billions of lei (Billions of roubles 
at I July 1956 prices) at 1955 prices) at 1 July 1955 prices) 
Ау tcl ce, ee ee A 114 152 39.4 62.9 320 545 
of which: 
Heavy industry iy fs, fe Ses CER до ae ra 34.8 56.4 285 485 
Light industry Tipe.) eee eee ns) ое ws a 4.6 6.5 35 60 
ASTICUILUTC Re sae! fae acu ch ae eee oat: 18 38 6.5 13.4 115 205 
Transport and communications ..... 27 30 ed 12.4 70 115 
рае: сс etek. eee, 8 9 1.6 Del see es 
EIOUSING И ee meen О Е 23 45 2.4 5.9 105 165 
Schools, hospitals, public buildings, etc. . 17 30 \ 6.0 as 55 80 


Sources : See Appendix B. 


private industrial investment and added to the total of state industrial 


Note. — Czechoslovakia (Billions of kés. at 1 July 1955 prices): 1951 eget 


to 1955 (actual) = 94.5; 1956 to 1960 (Plan) = 152.6. 

Albania, Czechoslovakia and Rumania: Investment by the State only. 
Eastern Germany and Hungary: Total gross fixed investment (including private 
investment). Poland and the Soviet Union: Investment by the state and col- 
lective (co-operative) farms. 

Building and construction industry is included in the industrial total 
with heavy industry. 


@ Private investment outside agriculture and housing was assumed to be 


Ь Communications included with schools, hospitals and other public invest- 
ment. 


С Trade included in other. 
4 Trade included with schools, hospitals, etc. 


e Distribution percentages according to the plan directives of July 1956 
applied to the total of investments according to plan directives of October 
1956 (which are lower by 6 billion zlotys). 
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TABLE XXIV 


Plant production in 1955 and plans for 1960 in the Soviet Union and eastern Europe 


AREA | YIELD | PRODUCTION 
1955 Actual 1956 Actual 1960 Plan 
(Millions (Quintals ie ; 
or ha) perthat (Millions of tons) 
Soviet Union 
Ата, оне anes Speak: 126.4 Sees 108 * 130 * 180 
Sugarebecttm at mer ee) on ane 1.76 173 30.5 32.2 474 
Suntlowen:secd ssa mame Е 4.24 137" в 6.2 8.9 * 
Cotton 4 oe. bee oe 2.20 ed 3.9 4.4 6.1 
Poland 
О ал о бы 8.84 5 14.35 12.675 12.14 14.25 
of which : 
: 6.38 14.3 9.14 8.7 
Chand pain BL PARAL 2.46 b 14.35 3.535 3.45 " 
Potatoesae cee wee ee 2.70 100 27.0 38.0 38.0 
а ое ee 0.39 186 TES: 6.4 9.2 
Rumania 
Ата ии aes 7.3 16.3 11.9 № 15.0 с 
О si.) а ой a rs 2.6 a 3.5 
Sugar beet sg ом Be Se 2.0 oa 3.0 
Sunilower sce dasa a mn Bt oe 0.41 ae 0.35-0.40 
hextiles plants masse ee ene Ai Oe Bis of 0.3754 
МОНЫ Зо до ось et a 2.0 = 2.5 
Eastern Germany 
Allforainie yeu cay ee 2.48 26.4 6.55 5.87 = 
О 92 et а 0.84 144 12.1 16.0 18.6 
Sugar Бесс г oe ee 5 ee 0.21 286 6.15 Seo 8.3 
Czechoslovakia 
All erain @ ae a. № 2.56 19.9 5.09 5.43 6.88 
ene р ae | 1.23 19.8 2.43 2.58 2.97 
Соагзе ста: awe, во ee 1.33 20.0 2.66 2.85 3.91 
Ро ое: a... в м ок 0.53 150 7.93 8.91 10.45 
Е bee tian по объ ово 0.19 324 6.15 4.50 6.84 
Oiltseed Pe: at) ae ste 7 ae 0.067 a 0.08 
Hungary 
Арта, cs ee oe eee Solis 3.62 18.1 6.55 4.88 8.00 
of which : 
Breadigrainv= ВА “eect ee : 1.81 14.7 2.67 2.15 2.95 
ОЛЕНИ ва в ооо 1.81 21.4 3.88 2.73 5.05 
Роем. м а 0.23 107 2.47 Dee 2.87 
Sucarrbceteg awe ene eee 0.11 198 2.24 1.8 3.3 
Albania 
Allyorain са. Ms ee 0.31 11.9 0.36 g 0.52 
of which : 
lygerveltagisy 5 5 o ap ne .. 10.3 е 0.30 # 0.45 
Coarselgrain eee ee oS a8 9.3f 0.06 i 0.07 
ЗИ 55, бов боевое 0.01 у 0.11 =] 0.13 
Соболь eee 0.03 a, 0.02 se 0.03 


Sources : See Appendix В. с Of which: bread grain 5.5 million tons, coarse grain 9.5 million tons. 


Note. — The figures refer to barn yield for the Soviet Union, Czecho- 4 Of which: 75,000 tons flax fibre, 300,000 tons hemp fibre, 
slovakia, Hungary, Poland and Albania, and to biological yield for eastern е Wheat only; rye yield was 9.1 quintals. 


Germany and Rumania. fe i 
: hee Barley only; oat yield was 8.6 and maize 14.3 qui Ь 
@ Target increased to 50 million tons by decree of 7 June 1956. 8 Poor harvest о 7 2 ее 


Ь Excluding maize, the area of which was 0.09 million hectares in 1955. 
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TABLE XXV 
Deliveries and stock of farm machinery in the Soviet Union and eastern Europe 
Thousands 
ee eee ee ee eee eet re ike Г о eee eae 
DELIVERIES STOCKS 
End 1955 Actual 
1956 End- 
to 1956 ie 1960 
1960 Actual | м. Plan 
Plan Total and tractor Total 
stations 
Soviet Union : 
Tractors Я м. Миле лем - 1 6504 248 1 4395 11095 
Станете 9). sue a. 560 56 338 с 280 с 
МУПатО ет крек sue bene 180 = 3.4¢ 72.5) 
Combine pick-up feeders ...... 400 194 
Maize and silage combines ..... 250 41 
Eastern Germany : 
О о ee este ee ee 85.8 а 75.1 105.1 е 
БЕН 8 ПЕ. с ee 7.28 а 6.55 12.76е 
Potato) seederste9. <5. 4 -s) 4.20 4 3.70 8.96 € 
Combine vharvesters В 5 = sk... < 2.264 2.01 7.25 € 
Potatoueompines |.) a. «2 sa sk 0.23 4 0.17 7.31 ¢ 
Веб еее. 0.304 0.26 4.18 ¢ 
Czechoslovakia : 
pLraceOrse  59 ee). а 36.3 33:15 Л 25.0 
Mractor seed. ас о. 17.5 48.08 f a 
Gramecombines. “o. ЗЕ 2 ns 8.3 3.34 Ff 253 
Вере ет о №. 5.0 27.10 f 
Automatic threshers ........ 7.6 3.307 
Maize and silage combines ..... 9.2 
PoratorcOmDInes = 4 5 os 5 wp ue 7.1 3 a 
ВЕСЕ COMDINES si gn ek ke ee 3.9 1.25% 0.93 
Poland : 
Ра и are kl es een 70.6 9.0 58.6 23.8 117.2 
О Mice iwi ek) by ee oh) 82.5 ae 
Combine harvesters. ... . МИС. 12.0 1.8 — 17.6 
О, ее es 31.1 32.8 & 22.3 
Hungary : 
Ко, о о is Gee se ee 19.0 13.5 
его чет spreaders... 5 = 2 « « 4.5 Se : 
Стат сое о... с... 3.8 2.35 8 1.47 
ReApeTEDINGeIS o 9 cee Gch ss де 1.4 3.72 8 2.448 
Maize and silage combines ..... 6.0 
Sugars beets banvestersig-a © Бос 1.5 
Rumania : 
STractOrSMeiee oe ok saw Ro lan a2 30.0 15.94 37.0 


Sources: See Appendix B. 
Norte. — Tractors are given in 15 h.p. units. 


@ Of which: 680,000 universal (row crop) tractors (in absolute numbers). 


Ь 1 July 1955; total deliveries in 1955 were 218,000. 


с 1 January 1955; total deliveries of grain combines were 46,000 in 1955. 


d State farms and machine-tractor stations only. 


е Machine and tractor stations only. 

f State farms, advanced type co-operatives (classes Ш and IV) and machine- 
tractor stations only. 

8 June 1956. 

й 1954. 
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TABLE XXVI 
Output of livestock products in eastern Europe, 1955, and plans for 1960 


EASTERN GERMANY HUNGARY 


CZECHOSLOVAKIA 


Commodity See 
1955 Actual 1960 Plan | 1955 Actual 1960 Plan | 1955 Actual 1960 Plan 
Meates "ea. ae Thousand tons 768 1 044 11694 1 3904 850 1 100 
Lard Е КС 44.1 Se 35.9 Or 60.3 79 
Ве ое 43.2 69.7 122.7 163.0 11.38 18.30 
М и Billion litres 3.42 4.98 5.53 ¢ 7.74 с 5 2.0 
В а INE Be ae Billion 2.08 4 2152 2.04 $ 1.4 1.8 
WOOL. ae ое Thousand tons 2.9 4.0 me an 5.8 8.75 
POLAND RUMANIA SoviET UNION 
Commodity Unit SS 
1955 Actual 1960 Plan | 1955 Actual 1960 Plan | 1955 Actual 1960 Plan 
Meat:4 7-2.) tare Thousand tons 1 669 2 114 800 1 300 
Раф" See eee 39.5 ae ти 
Butera bem ба 61.3 93.7 т 18.3 Ne Bid 
Milk? Зоб >. Billion litres 9.62 12.48 1.85 2.50 44.0 82.0 
о ae ыы Billion . 4.16 с nie ae at es 
W000] See eee Thousand tons 9.84 15.20 55 34.0 252 459 
Sources: Plan documents, plan fulfilment reports, direct communications 5 Including poultry. 
ae ров and statistical yearbooks. с Including goat milk (output of cow milk: 5.08 billion litres in 1955). 
ive weight. 4 1.73 according to another source. 


See page A-42 for Table XXVII. 
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Appendix В 


NOTES ОМ SOURCES AND METHODS 


(For page references to the notes on particular tables, see the Table of Contents, pp. vii-— xii.) 


I, GENERAL 


As in previous years, the statistics given should be regarded in the first place as basic documentation for the economic analysis 
made in the Survey. They are therefore somewhat different in nature from statistics normally published in statistical yearbooks 
and other publications of a purely statistical nature. First, when no official figures are available, it is often preferable to have 
an estimate rather than no figure at all. Consequently, estimated figures which have a wider margin of error than is usually 
allowed in statistical publications are sometimes shown in the various tables. In the second place, the available national statistics 
have, for the sake of comparability as between countries, often been adjusted to more uniform definitions. For this reason, the 
figures shown differ in many instances from those given in national publications, or in other publications of the United Nations 
and its specialized agencies. Finally, the methods of compilation have been chosen with a view to the special use for which the 
data are intended. This does not necessarily mean that for other purposes other methods might not have been preferable. 


Where a table gives totals for a number of countries, these totals always refer to the same group of countries for each period 
shown. In cases where figures for a given country are not available for one or more periods, estimates of these missing figures 
are included in the totals. Except where otherwise stated, area totals include estimates for those countries for which no data 
are available, or assume that the series for the missing country moved in proportion to the average for the other countries. 


Slight discrepancies between constituent items and the totals shown in the tables are due to rounding. 


The tables include information received up to 15 February 1957. In general, the more recent figures are to be regarded 
as provisional, and subject to revision. 


Methods of Reference to Sources 


Wherever the sources for a table have been few and the methods used self-evident, the necessary references have been given 
under the table. All sources referred to in this Appendix are listed systematically at the end of the Survey and are given a number, 
by which they are referred to in the succeeding notes. 


Information on sources is given in the following order: first the department, institution, or other authority responsible 
for the publication (or in the case of books, the author); + where the site of the issuing authority is not the capital city, the place 
of issue is indicated, this being followed by the title of the publication; the place of publication is then given, if different from 
the place of issue, and is followed by the mention of the publishing house (where different from the issuing authority) and (for 
non-periodical literature) the date of publication. Finally, for periodicals an indication is given of the frequency of publication. 
Such details are omitted when they are already apparent from the wording of the title (e.g., Monthly Digest of Statistics for 
periodicity, and Maandschrift van het Centraal Bureau voor de Statistiek for both periodicity and issuing authority). The publisher 
is not normally mentioned for official publications. In addition to the foregoing exceptions, there are a few cases where full 
bibliographical detail is not known. 


If no particular issue of a periodical is indicated, it is to be understood that various issues of it were used as a source for 
the statistics. If, for any country, the title of a publication is given in a language other than the national language of that country, 
it is to be understood that a translation of the publication exists in the language indicated or that the edition is largely bilingual. 


1 For newspapers and ordinary commercial periodicals, this information is not given. 
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П. CURRENT DEVELOPMENTS AND PROBLEMS IN EASTERN EUROPE 
AND THE SOVIET UNION (Chapter I, Tables 1, 8, 18 and 25) 


Crop estimates for the Soviet Union (Table 1) 


Index numbers for 1950 to 1955 were given in 25.23 (p. 101) and for 1956 in 25.1, 31 January 1957 and (except for flax fibre 
and silkworm cocoons) have been applied to the quantities for 1955 shown in Table XXIV. For flax the 1955 figure in the text 
table on p. 192 of 29.3 was used and 1956 added from the collective farm crop increase between 1953 and 1956 given in 25.6, 
14 December 1956 (since virtually none is grown on the state farms). Silkworm cocoon deliveries in 1951 were 28 per cent over 
1940 (25.2, 12 October 1952), which was given in 25.22 (p. 51). 1955 and 1956 deliveries were given in a Tass despatch of 
23 November 1956. 


Constituent changes in personal income and outlay in the Soviet Union (Table 8) 


(1): from numbers employed and estimates of average wages; (2): from the same estimates and the real wage index 
quoted in the 1956 plan fulfilment report (public health workers’ wages are from the 1956 budget reports); (3): 25.1, 9 Sep- 
tember 1956; (4): A. Zverev, 25.1, 6 February 1957; (5) : 25.19, 11-16 July 1956 (pp. 223-234), as revised by М. Pervukhin, 
25.1, 6 February 1957, and allocated between 1956 and 1957, taking into account the entry into force of the scheme in October 
1956; (6): 1956 plan fulfilment report, less an estimate of the increment earmarked for investment; (7): A. Zverev, 25.1, 
6 February 1957. 


(8)—(10) : 1956 plan results, 25.27 (р. 19), and М. Pervukhin, 25.1, 6 February 1957; (11)-(14): A. Zverev, 25.1, 
6 February 1957; (15) : part of the increment in 1956 education expenditure and 1957 public health expenditure. A check was 
obtained from the 1956 plan fulfilment report, which stated that items (3), (5), parts of (6) and (15), and wage compensation 
for shortened hours (4 billion roubles, according to 25.1, 6 February 1957) aggregated 35 billion roubles. 


Changes in wages, cost of living and retail trade turnover in eastern Europe (Table 18) 
Apart from plan and plan fulfilment reports, the following sources have been used: 


Bulgaria: 4.1, 30 April and 28 December 1956. 

Czechoslovakia : 5.1, 1 April 1956 and 12 February 1957 and 5.7, No. 2, 1956 (p. 15). 
Eastern Germany : 9.5, Мо. 7, 1956, and 9.10. 

Hungary : 12.5 and 12.7, 26 January 1957. 

Poland: 18.8, 18.9 and 18.1, 10 January 1957. 


Soviet Union : 25.27. 


Farm size in the Soviet Union in 1955 (Table 25) 


All page references are to 25.23. 


Collective farms : The percentage distribution of farms by sown area: р. 132; absolute figures on sown area and farm 
numbers: pp. 128 and 130 respectively. 


State farms : Average sizes by type of farm: р. 136; farm numbers of each type: p. 133. 

Subsidiary farms of state enterprises : The number and aggregate size were shown by difference on p. 135. 
Individual peasant holdings: Area: p. 108; number: p. 99. 

Plots of collective farmers: Area: p. 108; number: p. 128. 


Allotments of workers and employees: Area: р. 108; number: 25.3, 13 February 1953. (From p. 108 of 25.23 it can be seen 
that the aggregate area changed very little between 1950 and 1955.) 
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ПП. PLANNING IN EASTERN EUROPE AND THE SOVIET UNION 
(Chapter П, Tables 1-3, 7, 10-11, 17, 19, XXI-XXV and XXVIII) 


National income, investment and industrial production in eastern Europe and the Soviet Union (Tables 1 and 3) 


National Income 


Plan and actual for the period up to 1955 is from Tables 103 and 113 of 29.3, except for the following revisions: Poland: 
actual : 18.10 (р. 130); Rumania : plan and actual: the plan law, 20.2, No. 1, 1956, and 20.A. 


1955 to 1960 is from Table XXI, for which see below. 


Accumulation 


The source for the preceding plan is 29.3 (Table 94), except for the Soviet Union, for which a revised figure was supplied by the 
State Commission for Long-term Planning of the National Economy (which also supplied the information for 1955 and an indi- 
cation of the plan for 1956 to 1960). 


Accumulation in 1955 and the plan for 1956 to 1960 in other countries are from the following sources: 
Czechoslovakia : 5.5, No. 9, 1956, pages 644-663. 1956 to 1960 was roughly estimated from 1955 and the plan for 1960. 


Eastern Germany : 1955: 9.7, No. 4, 1954, page 450 (for plan, which is known to have been fulfilled); 1956 to 1960: roughly esti- 
mated from 1955 and the plan for 1960 in 9.1, 1 April 1956. 


Hungary : 1955: 12.2, Nos. 3-4, 1955 (р. 286) and 12.5 (рр. 12 and 13); 1956 to 1960: roughly estimated from 1955 and the plan 
for 1960 in 12.1, 25 July 1956. 


Poland : 18.9 (pp. 293 and 294). 


Rumania : 1955: rough estimate based on the known total for five years and changes in gross fixed investment; 1956 to 1960: 
20.2, No. 1, 1956. 


Gross Fixed Investment 


The figures in column (5) of Table 1 are derived from Table XXII, for which see below. The figures for column (4) are from 
the same sources, except for 1955, which are from the following: Czechoslovakia : 5.7, No. 1, 1956, p. 11: eastern Germany : 
9.5, No. 11, 1956, р. 168 (including an estimate of military investment, derived from the five-year total) ; Hungary : 12.5 (р. 45); 
Poland : 18.9 (pp. 201 and 202); Rumania : 20.A; Soviet Union : 25.23 (р. 159). 

Industrial Production 


The figures are derived from Table XXI, for which see below. 
Shares of agriculture, industry and housing in total gross fixed investment and total employment (Table 2) 


Employment 
The shares in working population for Albania are from 1.7 (р. 40) and 1.3, 1 May 1956, and for Hungary from 12.5 (pp. 161 ff.). 
For other countries they are derived from Table XXIII, for which see below. 


Investment 


The shares in gross fixed investment are derived from Table XXII, for which see below. 


Deliveries and stocks of farm machinery in the Soviet Union and eastern Europe (Tables 7 and ХХУ) 
In addition to plan and plan fulfilment reports, the following sources were used: 
Czechoslovakia : 5.10 (р. 45), 5.1, 1 July 1955, 5.11, No. 2, 1956 (р. 84) and 5.12, No. 21, 1956. 
Eastern Germany : 9.10 and 9.5, No. 7, 1956. 
Hungary: 12.5. 
Poland: 18.8 and 18.9. 
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Elements in the Soviet Five-year Plan for grain (Table 10) 
Sown Area 


(a) Maize 
All 1955 areas are from 25.23 (p. 114). 1960 has been derived as follows: 


Russian Federation : The 1960 crop is to be 25 per cent of the total grain crop, compared with 6 per cent in 1955 (Yasnov, 
25.2, 23 February 1956). The 1955 yield was thus 11.7 quintals per hectare. The maize yield in 1960 is assumed to be 
15 quintals per hectare, implying an area of 17 million hectares, on the assumption that maize yields rose as much as the 
average. 


Ukraine : The preliminary 1960 plan for maize was 10.8 million tons (35 per cent of the Ukraine’s total grain crop of 1,885 million 
puds) and 26 per cent of the grain area (25.2, 20 February 1955). Given the total grain area (see below) the yield was thus 
planned to be 18.3 quintals per hectare. The preliminary plan can hardly have been much changed, as there is little 
excess land to be absorbed and possible substitution of maize for other grains had presumably already been allowed for. 
Thus, the 1960 maize area probably equals 6 million hectares. 


Kazakhstan : Only 160,000 hectares were under maize for grain. As the area of maize sown for green fodder is rising very rapidly, 
it has been assumed that perhaps 1 million hectares of maize for grain might be reached by 1960. 


Other : By difference from a total of 28 million hectares (which is apparently maize for grain) given in 25.25. 


(b) Total grain 


Russian Federation : Two-stage harvesting in 1956 was carried out on 22 per cent (13.4 million hectares) of the kolkhoz grain area 
mechanically reaped and on 31 per cent (approximately 3 million hectares) of the sovkhoz grain area (Belaev, 25.2, 
14 October 1956). Hence the kolkhoz mechanically harvested grain area was 61 million hectares and the sovkhoz area 
9.5 million hectares. The total area harvested was obtained on the assumption that mechanical harvesting accounted 
for a somewhat greater share of the total in the Russian Federation than it did in the Soviet Union as a whole (for which 
the proportion is given in 25.23, p. 143); the 1956 sown area mechanically reaped is thus 74 million hectares. In addi- 
tion, private plots sown to grain would be approximately 1.5 million hectares (since the total for the Soviet Union was 
1.8 million). Of the total loss through the winter of 8 million hectares of sowings (mainly grain and most of it in the 
south) 2 million have been assumed to have been lost in the Russian Federation. The increase in area sown between 1955 
and 1956 was believed to be small (sovkhozy in the Russian Federation increased their grain area by only 0.2 million 
hectares—Tass Agency, 7 June 1956). The 1960 area is derived from the yield and crop data (for which see below). 


Ukraine : 22 per cent of the total grain area (of 4,773 thousand hectares) was sown to maize in 1955 (Tass Agency, 30 March 1956). 
The additional arable area available in the Ukraine is some 1.8 million hectares (25.18, No. 4, 1955, p. 65) and only 
cotton (with a negligible area) is apparently scheduled for a decrease in the Sixth Five-year plan. The 1960 area is there- 
fore taken to be 23 million hectares, an increase over 1955 of just over a million hectares. 


Kazakhstan : The 1953 grain area was 7 million hectares (25.2, 20 April 1956) and the increase in the wheat area by 1955 approxi- 
mately 7 million hectares (25.23, p. 113), of which millet accounts for probably less than 1.5 million hectares (cf. 25.23, 
p. 106), no other grains being significantly sown. Eighteen million hectares of new land had been ploughed in Kazakh- 
stan between 1953 and 1955 (25.23, p. 117), and of the additional 5 million hectares of new land in Kazakhstan and the 
Russian Federation to be ploughed in the next two years, 2 million are assumed to be in Kazakhstan. Of the 20 million 
hectares of virgin soil, therefore, to be sown in Kazakhstan by 1960 some 18 million are assumed to be grain. 


Other : By difference from Soviet area for all grains (25.23, p. 106). Sown area will decrease in Central Asia and many of the other 
republics (e.g., Georgia and the Baltic States). For Central Asia the drop is derived from a decrease in estimated crops, 
but elsewhere it is assumed to be offset by increases in other parts (e.g., Moldavia and Byelorussia). 


Crops and Yields 


Russian Federation : Yasnov (25.2, 23 February 1956) stated that the Russian grain crop in 1960 would be 1.8 times 1955 (the 
yield 60 per cent above 1955 and the area more than 10 million hectares above) and that 76 per cent of the increase will be 
accounted for by higher yields. These data would be approximately satisfied by a crop of 3.6 billion puds in 1955 and 
6.5 billion in 1960, given an area rising from 83 million hectares to 94 million, as estimated above. He also indicated 
the share of maize in the grain crop—6 per cent in 1955 and 25 per cent in 1960. 


Ukraine : 1955 total grain from 25.2, 8 April 1956, and 1960 from 25.25. The maize crop in 1950 is estimated assuming a yield 
of 18 quintals per hectare. 


Kazakhstan : Total grain in 1955 and 1960 from Chekmenov, 25.18, No. 2, 1956 (p. 47), with an estimate for the maize yield for 
1960. 


Other : Crops for each republic have been separately compiled for 1955 from wheat and maize areas and estimated yields and for 
1960 from crop increases or targets in 25.25. The maize yields were estimated primarily on the basis of Moldavian yields, 
Serdyuk (25.2, 20 February 1956) stating that the 1955 yield was 25.5 quintals per hectare. 


Thus, the regional distribution of area, crops and yields was as follows: 
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Regional Composition of Grain Area, Crops, and Yields in 1955 and planned for 1960 in the Soviet Union 
a a a en A ето 


Russian Federation Ukraine Kazakhstan Otber Total USSR 
1955 1960 1955 1960 1955 1960 1955 1960 1955 1960 
Sown area (million ha.) 
Maize . is a 3 Wi 5 6 — 1 1 4 9 28 
Other Brass aces 4 80 77 16 16 12 24 9 7 117 124 
Рене о inet cel . 83 94 21 22 12 25 10 11 126 152 
Barn yields (quintals рег ha.) 
Maize . ere Sot ee 12 15 18 18 Fe 12 18 22 16 17 
Other grainse-—- es F att 7 10 14 14 4 9 12 12 8 11 
Barn crop (million tons) 
Maize . ee ee 3 26 9 11 — 1 2) 9 14 47 
Other grains se 55 78 23 23 5 рр 11 8 94 133 
При) ооо О 58 106 32 34 5 23 13 17 108 180 


Planned industrial investment and planned increase in industrial output (Table 11) 
Industrial investment is from Table XXII and industrial output from Table XXI. 


Production of primary sources of energy (Tables 17 and XXVIII) 


All figures refer to the primary energy content of the gross output of fuels. Except in the case of hydro-electricity, which has 
been converted on the basis of fuel consumption in modern thermal plants, no account was taken of the relative efficiency of diffe- 
rent kinds of fuel. 

Data on physical quantities were generally available in statistical year-books, plan fulfilment reports and the national plans, 
except for fuelwood, where the figures were derived from 35.1 or have been roughly estimated. (The source for fuelwood output in 
the Soviet Union was 25.A and for Rumanian coal 20.A). 

Official estimates of the energy content of coal production were available for eastern Germany in 9.11, No. 12, 1956 (p. 536) 
and for Hungary (cf. 29.1, Vol. 7, No. 2). For other countries the conversion factors are in general the same as those used for 
Table VI-2 (the factor for natural gas used for the Soviet Union in that table has been applied to all countries, except Rumania), 
while separate coefficients for brown coal in Czechoslovakia and Rumania were used on the basis of 29.B. For countries other than 
eastern Germany and Hungary it has been assumed that the average calorific value of hard and brown coal would not change 
between 1950 and 1960, an assumption which tends to over-estimate the rate of growth of production in terms of hard coal. 


Fuel consumption in thermal plants (Table 19) 
Czechoslovakia : 5.5, 1956, No. 10 (р. 731), 5.6, No. 6, 1956, and 5.1, 17 June 1956. 
Eastern Germany : 9.11, No. 12, 1956 (p. 537) and 9.1, 1 April 1956. 
Hungary : 12.3, No. 10, 1956 (р. 869) and 12.1, 25 July 1956. 
Poland: 18.9. 
Rumania : 20.3. 
Soviet Union: 25.23 and 25.25. 


Increase of income, investment and output in the Soviet Union and in eastern Europe, 1950 to 1955, 
and planned for 1955 to 1960 (Table XXI) 


For state fixed investment the sources are the same as for Table XXII. The sources for other items are as follows: 


Albania : 1950 to 1955—national income, real wages and farm income: 1.6, р. 25, and industrial output from the same source, 
p. 9; output per man: directives on the second Five-year plan in 1.3, 1 May 1956 (p. 1); agricultural output: 1.5, p. 48. 
1955 to 1960—national income, real wages, and farm income: 1.5, p. 109; industrial and agricultural output: 1.6 
(pp. 37 and 39); industrial output per man: 1.6, p. 80. 

Czechoslovakia : 1950 to 1955—national income: 29.3 (p. 241) and 5.5, No. 9, 1956 (p. 646); industrial output and output per man: 
5.7, No. 1, 1956; agricultural output: 5.3, No. 12, 1956 (p. 535); real wages (industrial workers): money wages from 
29.1, No. 1, 1955 (p. 33), No. 1, 1956 (p. 29), 5.1, 27 November 1954, and 5.7, No. 1, 1956, have been divided by indices 
of the cost of living shown in Table 1-18 and in 29.1, No. 1, 1955 (Table 17, р. 33), and No. 1, 1956 (Table 13, p. 29). 
1955 to 1960—the plan is given in 5.1, 17 June 1956, which has been used together with 5.6, No. 6, 1956, and 5.5, 
No. 6, 1956. In addition, wages (of industrial workers) are taken from 5.5, No. 9, 1956 (p. 651) and farm income from 


5.12, No. 6, 1956 (p. 801). 
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Eastern Germany : 1950 to 1955—national income: 9.1, 4 February 1956; industrial output and employment 9.10 (pp. 90 and 125); 
real wages: money wages from 9.10 (p. 99) have been divided by the cost of living index (1955 on 1954 from the same 
source and 1954 on 1950 from 29.1, No. 3, 1954, p. 32). 
1955 to 1960—the plan is given in 9.1, 1 April 1956. 


Hungary : 1950 to 1955—national income, wages and farm income: 12.5 (pp. 12-15); industrial output: 29.1, No. 2, 1955 (p. 96) 
and 12.5 (pp. 54-56); agricultural output and output per man and employment in industry: 12.5 (pp. 96 and 165-167). 
1955 to 1960—the plan is given in 12.1, 25 July 1956. 


Poland : 1950 to 1955—national income: 18.10 (p. 130); industrial output: 18.9 (p. 81); industrial employment: 18.9 (p. 102) and 
the plan fulfilment report for 1950 in 18.6, No. 1, 1951; agricultural output: 18.9 (p. 128); real wages: 29.3 (p. 176). 
1955 to 1960—the plan is given in 18.1, 3 August 1956, and 18.5, No. 10, 1956. 


Rumania : 1950 to 1955—national income and agricultural output: 20.A and the plan fulfilment report for 1955 in 20.3, No. 2; 
1956; gross industrial output: 29.3 (p. 237); net industrial and agricultural output: 20.2, No. 3, 1956; real wages (indus- 


trial workers): 20.3, 30 March 1956. 
1955 to 1960—the plan is given in 20.2, No. 1, 1956. Real wages (industrial workers) are from 20.3, 30 March 1956. 


Soviet Union : Planned agricultural output in 1960: 25.11, No. 6, 1956 (р. 4). All other data are from 29.3 (Table 103, р. 219). 


Gross fixed investment by sectors in the Soviet Union and eastern Europe (Table XXII) 
Albania : 1.6 (р. 75). 


Czechoslovakia : The actual and plan figures in the note to the table are from the plan directives in 5.6, June 1956 (p. 298). 


Eastern Germany : Actual: 9.5, No. 6, 1956 (pp. 71-73) gave total state investment for 1951 to 1955, and No. 11, 1956 (p. 168) the 
total of state and other investment for 1950 and 1955, together with investment in agriculture and industry. From 9.1, 
4 February 1956, the aggregate of investment for the five years 1951 to 1955 (including non-state investment) was ob- 
tained, while 9.A gave index numbers of state investment by sectors at current prices for 1950 to 1954. Non-state invest- 
ment by sectors in current prices, and price indices, are from 29.3 (p. 242). Plan: 9.1, 1 April 1956. 


Hungary : Actual: 29.3 (р. 243) and 12.5 (pp. 45-48); Plan: 12.1, 25 July 1956. 


Poland : Actual: 18.1, 3 August 1956; Plan: the distribution percentages were taken from the same source and applied to the total 
in 18.5, No. 10, 1956 (p. 46). 


Rumania : All data are from 29.3 (р. 236). 
Soviet Union : State centralized investment has been derived as follows: 


Industry 


Investment from centralized funds in industry for 1956 to 1960 would be roughly 600 billion roubles, according 
to 25.23 (p. 160) and 25.2, 22 February 1956. The latter source stated that this is 70 per cent above 1951 to 1955 actual. 
Plan and actual investment for the principal light industrial branches is given in 25.2, 24 February 1956, and heavy 
industry obtained as a residual (after rough estimates had been made for other light industries). These figures for indus- 
try include, however, investment in workers’ housing. The amount to be deducted for light industry has been estimated 
from data on the number of houses built or to be built, housing costs, and values in current prices (for actual investment), 
the main sources for which were: 25.7, No. 3, 1956 (p. 5), 25.2, 15 and 19 November 1953 and 25.5, No. 13 (p. 38). 
For heavy industry the estimates are based on a wide variety of reports of ministerial construction for 1951 to 1955 and 
on information in 25.14 for planned construction. Similar deductions have been made for agriculture and transport on 
the basis of information in 25.3, 25 March 1954, 25.2, 22 December 1956, and 25.15, No. 3, 1956. A further adjustment 
is, however, necessary, since these figures of enterprise housing include about 10 per cent (cf. 25.23, p. 163) which is not 
financed from centralized funds, but from retained profits. The distribution of total retained profits between the various 
industrial sectors can be obtained from 29.3 (p. 210) and 25.18, No. 1, 1956. Decentralized investment in housing for 
1956 to 1960 was assumed to be the same as 1951 to 1955 actual, since wholesale price reductions should offset increases 
in profits through lower costs. 


Agriculture » 


State investment planned for 1956-60 and an index of investment in 1951-55 was given by Belaev in 25.2, 23 Febru- 
ary 1956. The index base can be derived from Khrushchev in 25.2, 15 February 1956. The actual investment by collec- 
tive farms is given in 25.23 (p. 159) as 61.4 million roubles, from which non-productive investment other than housing 
(included under social capital) must be deducted (assumed to be one-seventh of total collective farm building, on the 
basis of Ravdel in 25.5, No. 17, 1956, p. 123). Planned investment is about 100 billion roubles (25.2, 22 February 1956). 
Estimates for actual and planned dwelling construction in state farms and MTS have been deducted (for actual, see 
under industry above; the plan was assumed to be twice the actual). 


Transport and communications 


Actual: 29.3 (p. 247); planned: 25.2, 22 February 1956 (less estimated deductions for dwellings). 
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Housing 
Actual state investment in 1950 prices has been estimated at 95 billion roubles from the relationship with 1946 to 
1950 in 25.2, 15 February 1956, and 25.13, No. 9, 1954 (p. 22). 1955 prices have been assumed the same as 1950 prices 
since the fall in material prices is assumed offset by contemporary increases in building wages. Planned neg а 
is double actual (25.25) but costs should fall by 20 per cent by 1960 (25.25), estimated to correspond to an average for 
the plan period of 15 per cent. 


To these plan and actual figures have been added investment through decentralized funds, estimated from 25.13 
No. 9, 1955 and 25.23 (p. 163). 


Social capital 


Plan and actual for some amenities (including housing): 25.2, 22 February 1956. Estimates for the remaining part 
of social capital are based on indications in 25.25 and 25.26. 


Other investment 


Derived as a residual from total investment given in 25.23. 


Non-centralized investment (actual) is from 25.23 and assumed the same for the plan period. In both instances, 
these sums have been attributed to housing (cf. above) and other social capital. 


Number of gainfully occupied persons and planned changes in employment in the Soviet Union, Poland, 
Czechoslovakia, and eastern Germany (Table XXIII) 


Czechoslovakia : 1955: 5.10 (р. 75); planned changes: 5.5, No. 9, 1956 (pp. 644-663). 

Eastern Germany : 1955: 9.10 (pp. 105, 106, 111 and 112); planned changes: 9.1, 1 April 1956. 

Poland : 1955: 18.9 (pp. 123, 206, 220, 277 and 279); planned changes: 18.1, 3 August 1956 and 18.5, No. 10, 1956. 

Soviet Union : 1955—The principal source used was 25.23, which gave on pages 187-188 the percentage distribution of all gain- 
fully occupied, by sector and employment status respectively. Absolute figures corresponding to those percentages 
have been derived as follows: 

State wage and salary earners : 25.23 (p. 190). 

Membership of handicraft co-operatives : ibid. (p. 189). 

Employment in retail co-operatives : 25.9 (p. 113). 

Non-state agricultural-occupied : 25.23 (p. 190) obtained from the percentage relationship to the total labour 
force (see below) in the following manner: 

41.8 per cent of all gainfully occupied persons were wage and salary earners working in material producing 
industries, and the composition of this percentage has been determined thus: 

Industry, construction, state farms, MTS, trade and public catering: 25.23 (p. 190); goods transport: 75 per cent 
of all rail and water transport (cf. rail cost break-down in 25.24, p. 577), and 80 per cent of other transport and 
loading and unloading operations; non-personal communications services: half the employment shown; forestry: 
roughly double the 1937 employment (timber-cutting output in 1955 was double pre-war, but productivity had risen 
only 6 per cent). Of the remaining 3,156,000 workers accounted for in 25.23, one million were estimated to be in material 
producing branches. Adjustments were then made to building and other transport in the light of a comparison of 
coverage of employment for 1932 and 1937 in 25.21 (p. 508) and 25.20 (p. 228) respectively with the coverage 
of the 1955 figures. Finally, workers hired by collective farms were estimated from Z. Ravdel in 25.5, No. 17, 1956, 
which gave the wage bill of building labour (accounting for the bulk) in 1955. (The average annual wage was put at 
3,600 roubles a year, based on the rural workers’ minima set out in the decree of 8 September 1956). 

Thus, there were 37,990 thousand workers and employees in material producing sectors in 1955, distributed as 

follows (in thousands) : 
Industry : 17,362; Construction—3,172 plus adjustment of 1,000; State farms : 2,832; MTS: 3,058; Trade: 2,929; 
Catering : 856; Rail and water transport : 1,940; Other transport—1,969 plus adjustment of 400; Communications : 


306; Forestry : 500; Hired farm workers : 670. 

Since these constitute 41.8 per cent of the gainfully occupied, the total would be 90.88 million (assuming that 
the percentage relationship relates, as do the absolute figures, to an annual average and not to an end-of-year count). 

Of this total, 43 per cent were in agriculture and forestry (25.23, p. 187), and the proportion engaged in the 
socialist sector was obtained as follows: : 

Collective farmers engaged in communal work or on private plots are 37.5 per cent of all occupied (25.23, p. 188), 
and individual peasants 0.2 per cent (0.4 per cent for individual peasants and non-co-operative craftsmen, but cf. ibid. 
page 99, on the number of peasant holdings). Workers’ families occupied on private plots are 3.7 per cent. Deduction 
must then be made as follows for members of fishing and craft collectives and farm workers exclusively engaged in 
non-agricultural occupations, while state farm workers, permanent employees of MTS and forestry workers must be 
added: 

Employment in fishing co-operatives has been estimated from data on the annual catch per man (25.17, No. 8, 
1954) and the total catch of co-operatives (25.17, No. 7, 1956). Farm workers employed in building (including hired 
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workers, for which see above) were given by Ravdel in 25.5, No. 17, 1956, and other farm workers in non-agricultural 
occupations were derived as a residual from total occupied in agriculture and forestry (25.23, p. 187). Employment 
in MTS is from 25.23 (pp. 138 and 190), less deductions for workers taken on in 1953 that appear to have retained 
membership of collective farms (25.2, 31 January 1953). State farm employment is from 25.23, p. 135 (with a deduc- 
tion for non-agricultural occupations as there shown). The derivation of forestry employment was explained above. 


Total occupied in agriculture and forestry was consequently obtained as follows (in millions) : 


Collective farmers engaged in communal or private farm work. .....-..-.. 34.08 
Individuals peaSanitswemes meres ее 0.20 
Workers” families engaged on private plots... ...-..5.:+:2.5. 2... 3.36 
State farm workers in agricultural occupations cme et 2.53 
MTS workers in agricultural occupations . 1.46 
Forestry workers . Se RSS oh Sorts, Seem 0.50 
Less’ Members’ of fishing co-operatives’... 2 2. 2. SP ee ee 
Less Collective farmers on-buildingswork “2. Se ee ss ee 
40.79 

Less Collective farmers in other non-agricultural occupations. .......... 1.71 
(otalwoccupied) im tarming. ang ГОГеЗ mera meee gin ne 39.08 


Employment in other sectors was obtained from tables on the occupied labour force and state employment in 
25.23 (pp. 187 and 190 respectively) as follows: 


Gainfully occupied Manpower in the Soviet Union in 1955 


Millions 
Co-operatives Employed on 

State and collectives own account Total а 

И cen), Wk cen Ss he in Ww dd ene 18.74 3.4 с 0.2 а 28 
Gonstructionass ооо ма 4.2 е 1.67 — 28.1 
Agriculture and forestry .... 4.58 31.02 3.68 39.1 
Transport and communications . 5.6 № — — 5.6 
rade) ава зору ве Det 1.39 0.5% 4.5 
Education and health. ..... 8.01 — 0.2 т 8.2 
Аи станов 6 oo 6 9 = м 3.6 
Other . =. т 9% 1.8 
‘Total ty aietar ae 48.44 973) 9.2. 90.9 


а Percentages given in 25.23, р. 187, applied to the estimated total of 90.9 described above. 

Ь 17.4 listed in 25.23 (р. 190) plus 0.4 in transport repair shops and yards, 0.5 in forestry and 0.4 in non-agricultural work 
on MTS and state farms (see above). 

С 1.8 in handicraft co-operatives (25.23, р. 189), 2.6 collective farmers engaged in non-agricultural work and 0.4 members 
of fishing collectives (see above), less farmers engaged in trade (see below). 

d Non-co-operative craftsmen (see above). 

е 3.2 listed in 25.23 (р. 190) plus 1.0 other construction workers (see above). 

Л Z. Ravdel, 25.5, No. 17, 1956. 

& See above. 

h 25.23 (p. 190). 

i 2.5 in 25.9, p. 114, plus residual of 0.2 between total occupied in trade and known constituents (presumed to refer to 
the employees of trade agencies excluded from the table—cf. footnote in the source). 

J 25.9 (p. 114). 

КА. Mikoyan, 25.2, 27 April 1954. 

1 7.2 in 25.23 (р. 190), plus an estimate for employment in museums, art, cinemas, etc. 

т Rough estimate for self-employed doctors, free-lance writers, etc. The sum of the estimates in this and in state employ- 
ment equals the residual of total occupied, /ess listed employment in education and health. 

п Residual of above-listed employment and total. 

О Residual of above-listed occupations and all gainfully employed. 


Change 1955 to 1960 


All figures are from output and productivity data, given in 25.25 (productivity for agriculture being an estimated 
average of targets for state and collective farms). 


Output pattern of field production in 1955 and planned for 1960 in the Soviet Union and eastern Europe (Table XXIV) 


Albania : 1955 is derived from 1950 (1.7, p. 64) and increases over 1950 by 1955 (1.5, p. 71). 1960 is derived from increases over 
1955 (1.6, p. 51). 


The sources used for other countries were national plan and plan fulfilment reports, statistical yearbooks and 
bulletins, and 29.C. (For the Soviet Union see also the notes on sources and methods to Table 10). 
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IV. CURRENT DEVELOPMENTS IN WESTERN EUROPE 
(Chapter III, Tables 1, 2, 10, 12, 13, 16, 19, 1-УП, IX-XX, text table on р. Ш-20, and Charts 1, 4-6 and 8) 


Industrial output by sectors in western Europe (Table 1 and Charts 1 and 5) 


Correction for Seasonal Fluctuations 


Where necessary, official index numbers have been corrected for the changing number of working days in each month 
before adjusting for seasonal variation. Such corrections have been made after taking account of the different industrial holidays 
(including Saturdays) in each country. 

For each of the four series, moving averages of twelve months have been calculated, relating generally to 1950-1954. 
The moving-average index numbers have been expressed as a ratio of the corresponding original index numbers adjusted for 
the changing number of working days. After elimination of those ratios which appeared unduly removed from the general 
pattern observed, averages of the remaining ratios have been calculated over the particular period considered and adjusted so 


as to average unity. 


Adjustments 


Sweden : a seasonally adjusted series is officially published and has been combined with the series for electricity, adjusted by 
the secretariat. 


United Kingdom : a seasonally adjusted series relating to manufacturing is officially published and has been combined with 
the series for mining and public utilities, adjusted by the secretariat. 


Yugoslavia : no adjustment has been made either for the changing number of working days or for seasonal variation. 
Figures for food-processing industries shown in Chart 1 are from 33.1. 


Utilization of resources (Table 2) 


A = All items other than the break-down of gross fixed investment 
B The break-down of gross fixed investment 


| 


Austria : 
A. 1955 : 2.5, except for exports and imports, which have been deflated by price indices derived from 33.1, January 1957; 
1956: 2.1, December 1956. 


822. December 1956: 
Finland : 


A. 1955: 7.6, 1956. Repairs and maintenance have been deducted on the basis of the proportion that they represented 
of total gross fixed investment in 1951, as given in 7.6, 1952. 1956: 7.A. 


France : 
А. 1955: 8.7 (i) ; 1956 : 36.A, which is also the source for В. 


Western Germany : 
А. 1955: 10.3, September 1956; 1956 : 10.7, No. 4, 1956. 
B. 1955: 36.1; 1956: 10.7, No. 4, 1956. 


Пай: 
А. 1955: 33.1, January 1956; 1956 : derived from a statement made оп 31 December 1956 by Signor Giuseppe Medici, 
Minister of Finance, and reported in 36.2, 1 January 1957. 


Netherlands : 
А. 1955: 33.1, January 1957; 1956: national product was derived from 36.3, No. 3, 1956, and private consumption is 
from Table 10. 
Norway : 
All data are from 36.4. 


Sweden : 
All data are from 36.B. Repairs and maintenance are excluded. 


United Kingdom: 
А. 1955: 26.10; 1956: the supplement to 36.5, January 1956, which is also the source for B. 


Yugoslavia : 
A. 1955: imports and exports are from 27.2 and other items from 27.3, 30 March 1956. 1956 : imports and exports are 
from 27.2, public consumption from 27.1, 27 November 1956, and national product and gross fixed investment from 
27.1, 22 December 1956. Private consumption has been estimated by difference. 


B. 27.2. 
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Industrial earnings and private consumption (Table 10 and Chart 4) 
Hourly Earnings 
Money earnings are from national statistics, and have been deflated (as also have the wage bills) by the cost-of-living 
indices in Table 15. 


In general, the series relate to manufacturing industry, with the following exceptions: Austria : includes building; Denmark : 
includes building, services and transport; Finland, Norway and Sweden : includes mining; western Germany : includes building; 
Netherlands : the figures in Table 10 relate to building, metallurgy, mining and textiles and those in Chart 4 to adult males in 
manufacturing. 


For Italy, special bonuses and holiday pay have been excluded, and for the United Kingdom, earnings were extrapolated 
from April 1956 on the basis of wage rate indices. 


Industrial Wage Bill 


Data are either directly given in the sources indicated below or derived from hourly earnings, taking into account changes 
in industrial employment and the working week (for the sources of which see the notes on sources and methods to Table 14). 


Austria : 2.2. 

Belgium: 1955: hourly earnings (3.3); 1956: wage rates (3.5). 

Denmark : Hourly earnings and total number of hours worked in industry (6.1). 
Finland : 1955: 7.6; 1956: hourly earnings (7.1) and total number of hours worked (7.3). 
France : Wage rates and employment and weekly hours worked per worker (8.4). 


Western Germany : 10.4 (1. 


Italy : Hourly earnings and industrial employment (14.6), no correction being made for changes in working hours. 


Netherlands : 16.4. 
Norway : Hourly earnings and employment in industry (17.1), no correction being made for changes in working hours. 
Sweden : 22.1 (October issue). 


Switzerland : Hourly earnings, except for wage rates in 1956 (June issue of 23.1) and employment, no correction being made 
for changes in working hours. 


United Kingdom : Hourly earnings, extrapolated from April to October 1956 by wage rate indices (26.3), employment and average 
weekly hours worked. 


World trade by area (Table 12) 
Share in World Trade in 1954 


The trade of western Europe with the United States is taken from Tables VI and VII and corresponding tables in previous 
Surveys. Total exports from “ other overseas countries ” have been derived from 30.1, November 1956 (Special Table В). Their 
exports to western Europe and the United States have been taken as equal to the corresponding imports of those countries, ad- 
justed to f.o.b. values, and their exports to “ other overseas countries ” are therefore a residual. 


Percentage increases have been computed from current f.o.b. values (similarly obtained), except for imports into western 
Europe from all sources (which are valued c.i.f.). 


The classification of countries exporting mainly agricultural products and mainly mineral products is the same as that used 
for Chart 6. 


The trade of the Soviet Union, eastern Europe and China with each other and the trade of Japan with all countries are not 
included in the table. 


Exports of selected western European countries, by main commodity groups (Table 13) 


The classification used in Table VIII has been regrouped as follows: 


Table VIII group Table VIIT group 


Food, drink, tobacco .. . 1 WextilersOOCS eae ane 18 
Raw materials and fuels . . 2 to 7 Machinery*=. 02) See 9 to 12 
Metal manufactures ... . 8 Transport equipment. . . . 13 to 16 


Chemical products. ... . 17 Other commodities ... . 19 and 20 
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Data in current prices have been converted into January-Se 


se ptember 1955 prices by use of unit-val i i 
ране р у it-value or commodity price 


Country Type of index а Source Country Type of index а 


Source 
ANSE VE ESE a ee ое Us 2.4 Italy ира, Salhi obey U, W 14.1 
Belgium-Luxembourg .. . U, W 3.4 ее аа а eqn tune Ww 16.2 
Denna wr state... has hoe U 6.1 Norway ee о U 17.2 
а в а UUs 8.2 SWEMCN egal Ле U 22.A 
Western Germany. .... О 10.5 United Kingdom . О, 0, 26.4 

а 0 = Unit-value index published in national sources. 

U, = Unit-value index derived from current value and volume indices. 


U, = Unit-value index directly computed from values and physical quantities. 
W = Wholesale price index. 


Ь In the absence of fuller information, the unit-value index for total exports was applied uniformly to all commodity groups. 
Output per man-hour and earnings in industry (Table 16) 
Hourly earnings are from the same sources as for Table 10. 


Output per man-hour has been obtained by dividing indices of production by the indices of aggregate hours worked. When 
total hours worked were not directly available, they have been estimated on the basis of indices of employment and of hours 
worked per worker and per week. Except as otherwise indicated, output per man-hour relates to total industry, including mining 
and public utilities. 


The following sources were used for indices of aggregate hours worked: 


Austria : 2.1. 

Belgium : 3.4, 3.5 and 3.6. For 1956 no index of hours worked was available and figures relate to output per worker. 
Denmark : 6.1. Gas and electricity are excluded. 

Finland: 7.1 and 7.3. 

France : 8.4. 

Western Germany : 10.2. Gas and electricity are excluded. 

Пар’: 14.6. 

Netherlands : 16.1 and 16.2. For 1956 no index of hours worked was available and figures relate to output per worker. 


Norway : 1955: 17.2, 17 December 1956; 1956: 17.1 and 17.3. For 1956 no index of hours worked was available and figures 
relate to output per worker. 


Sweden : 22.2. No index of hours worked is available and figures relate to output per worker. Gas and electricity are excluded. 
United Kingdom : 26.2 and 26.3. 1955: hours worked relate to an average of April and October; 1956: hours worked have been 
estimated from data on overtime and short-time. 
Share of European trade passing through the Suez Canal in 1955 (Table 19) 


The trade with the following countries has been considered as trade through the Suez Canal: Aden, Afghanistan, Bahrein, 
Burma, Cambodia, Ceylon, China, Egypt, Ethiopia, Formosa, Hong Kong, India, Indonesia, Iran, Iraq, Israel, Jordan, Kenya- 
Uganda, Korea, Kuwait, Laos, Lebanon, Malaya and Singapore, Madagascar, Mozambique, Muscat and Oman, Pakistan, 
Philippines, Qatar, Saudi Arabia, Sudan, Syria, Tanganyika, Thailand, Viet-Nam, Yemen. 


Balance of payments of Europe and other areas with the United States (Table I) 


Goods and services provided by the United States under the military aid programme are excluded throughout the table. 
The amounts of such aid, as given in the original source, are as follows (in millions of dollars): 


fain’ All oth 
Burope Canada American Countries ТОМ 
January-September 1954... 1858 = 35 650 2 543 
A: (955) 1251 = 28 432 1711 
1955" = 1535 = 49 532 26а 


” 


а A later figure of $2 194 million has not been used since a geographical distribution was not available. 
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Index numbers of volume and unit values for total imports and exports and for commodity groups (Tables П-У) 


Besides national statistical or foreign trade bulletins, the following sources were used: Finland: 7.2; western Germany : 
10.5; Portugal : 19.4; Sweden : 22.2 and 22.12; Switzerland : 23.3; Turkey : 24.1; United Kingdom : 26.1; United States : 28.1. 

In certain cases (for example, Belgium-Luxembourg), annual indices differ from corresponding averages of quarterly indices, 
both because they are computed on revised data and because their method of computation is often not the same. 

For Italy and the United Kingdom, for which two different original series have been linked, certain quarterly indices have 
been estimated by applying to the annual index in the new series the quarterly movements observed in the old one. 


Trade of nineteen western European countries by origin and destination, in current dollars (Tables VI and УП) 


(a) General 

The data have been taken from national trade statistics of European countries and the United States, and no attempt has 
been made to adjust the figures, except as mentioned below. The import values are all on a c.i.f. basis, except in the case of the 
United States; the exports are all f.0.b. The figures relate, wherever possible, to special trade by countries of origin and consump- 
tion, except for Denmark, where they refer to countries of purchase and sale. However, imports for the United Kingdom relate 
to general trade, since a classification of special (retained) imports is not available by countries of origin. For United States 
exports, goods coming under the heading “ Special Category Commodities, Categories 1 and 2 ” are not included, as a classifica- 
tion by countries of destination is not available. 

The figures for Germany relate to the trade of the three western zones and west Berlin. Internal trade between western and 
eastern Germany is nowhere included. 


(b) Principal Adjustments 


(i) Trade between the United Kingdom and the Channel Islands and between Denmark and the Faroé Islands and Greenland 
has been considered as internal trade and therefore eliminated. Since 1 January 1954 the Faroé Islands and Greenland have in 
fact become part of the Danish customs territory. 

(ii) Certain items which cannot reasonably be assigned to any particular region (such as ships’ stores and the whale fisheries 
of the United Kingdom) have been excluded. 

(iii) In the analysis of Denmark’s trade, the figures have been adjusted to take account of the fact that certain imports recor- 
ded as originating in the United Kingdom, the United States and the Soviet Union, and certain exports recorded as destined for 
the United Kingdom and the United States were actually imports from the British, United States and Soviet zones of occupation 
of Germany and exports to the British and the United States zones. 

(iv) A significant part of the monthly trade data for Finland is not specified by countries. The geographical distribution 
given in the annual statistics has been assumed to apply to this unspecified portion. 

(v) The value figures for all countries (including Austria) include imports under foreign aid programmes. 

(vi) In the case of the Netherlands, the diamond trade, for which no break-down by countries is available, has been excluded 
for 1954. As from January 1955, this trade is included in data by country of origin and destination in the national trade statistics, 
but is not separately distinguished. 

(vii) The figures for Spain for January-September 1956 are estimates based on monthly figures so far published. 

(viii) Trade in industrial gold has been excluded as indicated below: 

France : non-monetary gold (items 16-24 for the years 1954 and 1955 and 71-07 for 1956 in the French nomenclature) is 
included in the French statistics, but has been excluded from Tables VI and VII. The figures for gold shipments by main areas 
in the periods shown are as follows: 


French imports and exports of non-monetary gold 


Millions of current dollars 
January-September 


1954 1955 1956 
оао =e a ere 124.4 38.4 74.3 
of which: 
"ИВ СО В se 30.1 26.9 60.7 
Te eer 38.5 4.1 9.3 
Ут — Shi) 2.9 
MAND See 35.8 -— —- 
Хе 3.8 Sal — 
о о 8.1 — — 
XIV — — 0.2 
ХУ аи, о 2.1 0.2 1.2 
Totaliexportsaa- ее ee Ps, 119.6 39.7 75.6 
of which: 
toiGroupe 1 i ae eee 108.1 32.4 72.4 
LLL oP ath Oe — — 0.3 
XT Vie oem 1.4 1.8 2.0 


Finland : Similarly, Finland’s imports of monetary gold from the Soviet Union, which are recorded only in September 1954 
and amount to $5.0 million, have been excluded. 


(c) Conversion into United States Dollars 


The trade conversion factors used are those given in 30.2. 


(d) Grouping of Countries 


The detailed classification of countries is essentially the same as that used in the Survey for 1954 (see pp. 296-7), with the 
following minor differences: 


Group XIII: For 1955 and 1956, French India is included in India and excluded from Group XIV. 


Group XIV and XV: The trade with Cambodia, Laos and Viet-Nam is excluded from “ Affiliated overseas areas ” and included 
in “ Other overseas areas” in all periods. 


Furthermore, figures for “ Dollar area” (group XVIII) include trade with Liberia. 


Exports of selected European countries and the United States by main commodity groups and by areas of destination 
at 1950 prices (Table IX) 


(a) Sources 


The basic statistical material has been obtained from 33.2 (iv) and national statistics. 


(b) Area of Destination 


Areas of destination are those shown in Table VI (for Denmark, trade with Greenland and Faroé Islands is included). The 
original source used, however—33.2 (iv)—gives a different area break-down, and a certain amount of rearrangement was 
necessary, as follows: 


Classification in Table 1X OEEC classification 

NortheAmerica- << 4 5 os. North America. 

hatinvAmericaia.. owas ис Central America plus South America. 

Overseas sterling area. .... Non-member countries in sterling area plus British 
overseas territories. 

Affiliated overseas territories . . Overseas territories of member countries Jess British 
overseas territories. 

Other overseas countries. .. . Other non-member countries in Africa, in Asia, and 
in Oceania. 

Basterm Europe eee ae Eastern Europe 

WV esternuburope mance ee Metropolitan member countries p/us other Europe. 

Dollar -arcatck: eee 2 Dollar area. 


Certain changes have been introduced as compared with a similar table in the Survey for 1954 (Table XLVIII). For all 
countries except France and the United States, trade with Indochina in 1953 and 1954 is included in figures under “ Affiliated 
overseas territories ”, and in 1955 under “ Other overseas countries ”. 


For all countries, trade with Liberia in 1954 and 1955 is included under “ Dollar area”. The comparability from year to 
year is thus slightly affected. Exports to Indochina and Liberia are shown below: 


Exports to Exports to Exports to Exports to 
Indochina Liberia Indochina Liberia 
Millions of dollars Millions of dollars 
1953 1954 1953 1953 1954 1953 
United Kingdom... . aed 5.1 28.8 Netherlands). 6 3.2 2) 0.8 
аа с ae =. 0.4 Denmark ое a aeewe 1.5 1.6 0.2 
Western Germany .. . 2.6 1.6 18.6 Могла ое . 0.2 0.2 0.1 
Мау и. : 0.9 0.4 0.1 Sweden оо ei 0.6 0.6 4:6 
Belgium-Luxembourg . . 15 1.4 0.3 Олце ее... .. 15.8 


Figures for “Total overseas countries” were obtained by deducting exports to western and eastern Europe from exports to 
the world. Consequently, whenever figures for exports to Europe are not complete, the unallocated part is automatically included 
in overseas exports (this applies, in particular, to the United States exports). For the same reason, figures given for individual 


overseas areas may not necessarily add up to “ Total overseas countries ee 
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The United States exports for 1954 and 1955 include an important amount of exports specified by commodity group but 
not by destination. The value of these exports (in millions of dollars at 1950 prices) is as follows : 


ECE Commodity Group ele ace ECE Commodity Group adem а 

а ; 61.2 66.0 lak 52-2 56.6 

of which: cereals and prepara- 13 6.7 US 

ПО att Ore 6.3 7.8 14 1.0 0.9 

fruits and vegetables 40.4 34.4 ВН oe etree 34.2 39.2 

ПО ee 1.4 thi 16: Bas Cee comcke ome a ee 1.5 11.6 

2 17.9 21.3 17 dapat 55.7 58.9 

Se Pee era ME, pean ee 12.3 13.6 Те ла ПЕ 83.8 84.7 

of which: iron and steel. . . . 8.8 10.1 of which: cotton fabrics . 18.6 18.5 

4. 9 2.0 19 14.6 5-2 

р 1.7 1.6 20 123.2 129.1 
om 17.3 17.8 

de 12.2 13.7 Total 629.0 — 688.6 
о 43.3 46.4 
95: 6.9 7.4 
По ИН 765) 7.8 
11 73.9 87.3 


For the reason given above, these values have been added to “ Total overseas countries ”. 

An attempt has been made to show the order of magnitude of the unspecified part of exports to each area. These unspecified 
exports being known in current values (they are the difference between the total of all exports and the total of the specified values), 
they have been estimated at 1950 prices by distributing the total of $629.0 million in 1954 and $688.6 million in 1955 in proportion 
to the current values by areas. 

Bunkers for foreign ships are, of course, not given by destination, but they are included in the total exports of group 2. For 
the same reason, ships’ stores were included only in total exports in the corresponding commodity groups. 


(c) Commodity Groups 


The 20-group classification used in Table IX is given in Table A in terms of the SITC. Owing to insufficient information, 
the commodity classification used for Dutch exports in 1953 differs slightly from that given in Table A, the adjustment 
made being as follows : 


SITC Group ECE Commodity Group SITC Group ECE Commodity Group 
Excluded from Included in Excluded from Included in 
бе 5 7 687 and 689 . 3 20 
206 rem nmr 18 7 бе ее 8 20 
631 ее оси 19 20 


Furthermore, in 1954 and 1955, SITC Group 691 is excluded from ECE Commodity Group 8 and included in Group 20. The 
latter also includes part of the SITC Group 652 (which, in principle, belongs to ECE Group 18). 


(d) Conversion into 1950 Prices 


Export figures in current dollars were converted to 1950 prices by using special indices computed for each commodity group 
and for each exporting country. In principle, these indices are unit-value indices for exports to all destinations, either officially 
published or derived from volume and current value indices given in national publications. Where no foreign trade indices were 
available, wholesale price indices, or specially computed unit-value indices for the main items included in each commodity group, 
were used. As available unit-value indices are often more detailed than the 20-group commodity classification, certain groups 
were further broken down into appropriate sub-groups before conversion into 1950 dollars. 

For each exporting country, the detailed unit-value indices were adjusted so that the resulting changes in the dollar volume 
of total exports agreed with the officially published indices of the volume of exports. Since, in the United States, exports of “special 
categories ” are included in the official volume index but excluded from the commodity-by-destination data, the adjustment was 
made on the basis of the unit-value index for total exports. As the official volume index for Belgium-Luxembourg does not cover 
all the commodities traded, the adjustment was made on the basis of the unit-value index for total exports. 

The sources and types of indices used in the conversion into 1950 dollars are as follows : 


Country indeed Source Country Я Аба 
Belgium-Luxembourg .. . U ate Netherlands =a eee W 16.2 
Deninarke aan. р о ee U 6.1 Norway U 17.2 
rancem aan ae oe ee М. U, 8.2 SWeuch ey seen 10} 22.A 
Westerns German yaaa U, 10.5 United Kingdom U and U, 26.4 
Italy . U, and U, 14.11 United States . . W 28.2 

U 28.1 


а For all countries, a limited number of unit-value indices have been computed from values and physical quantities. 


national trade statistics are specified in the table. For symbols, see p. 11 of this Appendix. 


Only sources other than standard 
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TABLE A 


Commodity classification of twenty groups in terms of the SITC 


ECE commodity group and sub-group 


ie 


Е 


je 


20. 


of which: Instruments and watches . Groups 861 and 864 


Food, drink and tobacco. ....... 
of which: Live animals and meat . 
Dairy products ..... 
Cereals and preparations . 
Fruits and vegetables 
of which: Fruits. . . 
Vegetables . 
Веста ое ae rt 
Tobacco and products . . 
Mineral fuels and petroleum products 
Metallic ores and base metals (unwrought 
andesimplyswOLked) aan ene 
of which: Ores and scrap .... . 
Tronbandictecl a ae 
Oil-seeds, fats and oils 
diextile fibres) naturale). 2) 
Selected construction materials 
Other raw materials .... . 
of which: Timber... . 
Wood-pulp 
IMetalmaniutachires mea a eee en 
Power-generating (except electric) machinery 
Agricultural machinery... ..... . 


. Metal-working, mining, construction and 


other industrial machinery .... . 
Biectricumachinicry; a9, ео 


. Tractors, other than steam ... . 


Ratlwayavelicless G4 ges. 6 6. 4. 
Road motor vehicles . 
Other vehicles. . . 
Ghemicals ary 2 О 8 
Textile manufactures and clothing... . 
of which: Textile yarns 
Сомова к. 
| Other fabrics 
Paper, manufactures of wood and paper 
(excludine furniture), г... 
All-other commodities . ..... 3 %'; 


SITC code number 


Sections 0, 1; Division 92 
Divisions 00 and 01 
Division 02 
Division 04 
Division 05 
Groups 051, 052 and 053 
Groups 054, 055 
Division 11 
Division 12 
Section 3 


Divisions 28, 68 
Division 28 
Group 681 
Division 22, section 4 
Division 26 less group 266 
Groups 661, 662, 664, division 81 
Divisions 21, 23, 24, 25, 27, 29 
Division 24 
Division 25 
Division 69 
Group 711 
Group 712 


Groups 714, 715, 716 

Group 721 

Group 713 

Group 731 

Group 732 

Groups 733, 734, 735 

Section 5 

Group 266, divisions 65, 84 
Groups 266 and 651 
Group 652 
Division 65 less groups 651 and 652 


Divisions 63, 64 
Section 8 Jess divisions 81 and 84; divisions 
61, 62, 67, 91, 93; groups 663, 665, 666 


Imports of eleven commodities into selected western European countries by area of origin 
(Text table on page Ш-20 and Tables X-XX) 


Country and Commodity Coverage 
Data in quantities and current values were taken from 30.3, 33.2 (iv), and national trade statistics. 


In principle, commodities are defined in terms of the Standard International Trade Classification as specified below; however, 


figures taken directly from national statistics may have a slightly different coverage from those given in SITC sources. 


Commodity 


Cotton 


Crude petroleum . 


Copper... 


Wheat and spelt (including meslin), unmilled 
Sugar beet and cane sugar... . 


Coffee not roasted, roasted 
Tobacco, unmanufactured 


Sheep’s and lamb’s wool, greasy or back-washed, scoured, whether or not 


bleached or dyed 


Cotton, including linters, waste, carded and combed 
Petroleum, crude and partly refined 


Refined petroleum Petroleum products 
Copper and alloys, not refined and refined, TO WLOUSI Uns о Е: 


а Except for the United Kingdom, where data refer to group 682. 


Crude rubber, including synthetic and reclaimed , ; 
Wood in the round or roughly squared, wood shaped or simply worked . 


SITC 


Group 
Group 
Group 
Group 
Group 
Groups 242 


and 243 


Items 262- 
01 and 02 
Group 263 
Group 312 
Group 313 
Items 682- 
01 4 
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Figures refer to special imports, except for the United Kingdom (general imports). Quantities shown in the tables are taken 
directly from the sources and a conversion factor has been used only for crude petroleum imported by the United Kingdom 
(1000 litres = 0.85856 metric tons). 

Areas of origin are those given in Table VI, except for Latin America (which has been split into dollar and non-dollar coun- 
tries) and “ other overseas countries ” (from which Philippines and Liberia have been transferred to “ other dollar area ”). 


Conversion into July 1955/June 1956 Prices 


Typical prices used in the text table, page 1-20, were computed on the basis of quantities and current values of total 
imports into the seven countries included in Tables X-XIV, ХУ1-ХУШ, and XX. 


1955/56 typical prices in dollars per ton 


Wheat и ве 78 W00l gu. Auer 1 437 
Е on ht eee vor 101 Cotton. 6 fat eee 711 
Соски о 1114 Grudespetcoletmiy see Dei 
Tobacco) As = 5 sae ih Sift Соррель 961 
WU? ово 749 


For timber and refined petroleum, where quantities are not available for all countries, special price indices have been used, 
as follows: 

Timber : Indices obtained from aggregate current values and quantities of imports into France, western Germany, Italy, 
Belgium-Luxembourg and the Netherlands have been applied to current values of imports into the seven countries. 


Refined petroleum : The indices obtained from aggregate current values and quantities of imports into the five countries for 
which quantities are given in Table XIX have been applied to current values of imports into the seven countries. 


The unit-value indices thus obtained (1955/56= 100) were : 
1953/54 1954/55 


(Wiss ie Peers. quts a vetees 6s 104 99 
45! ЗЕ съ рооовобв 103 99 


Purchasing power of exports of non-dollar overseas countries (Chart 6) 


Purchasing Power of Total Exports 


The current values of total exports have been taken from 30.1, November 1956 (Special Table B). The corresponding pur- 
chasing power has been obtained by deflating these current values by a special price index of imports, obtained by an appropriate 
weighting of export unit-value indices of the United States (exports to all areas) and an index of export prices for western Euro- 
pean exports to overseas countries, calculated in the manner described on p. 294 of the Survey for 1954. The weights take into 
account, of course, the differing relative importance of western Europe and of the United States in the total imports of the two 
groups of countries. 


The classification of countries into two groups is as follows: 


Countries exporting mainly agricultural products : Argentina, Brazil, Paraguay, Peru, Uruguay, Algeria, Tunisia, Morocco, 
Angola, Mozambique, Australia, New Zealand, Union of South Africa, Burma, Ceylon, India, Pakistan, Cyprus, Gold Coast, 
Jamaica, Kenya-Uganda, Malta, Gozo, Mauritius, Nigeria, Sierra Leone, Tanganyika, Sudan, Egypt, Israel, Lebanon, Syria. 


Countries exporting mainly mineral products : Chile, Belgian Congo, Netherlands Antilles, Surinam, Federation of Rhodesia 
and Nyasaland, Aden, Bahrein, Iraq, Jordan, Kuwait, Libya, Qatar, Hong Kong, Federation of Malaya and Singapore, Trinidad 
and Tobago, Saudi Arabia, Iran, Taiwan, Cambodia, Laos, Viet-Nam, Indonesia, South Korea, Thailand. 


Volume of Imports 


Current values of imports have been taken from statistics of exports of western European countries and the United States 
and have been converted into 1953 prices by use of the price indices described above. 


Gold and Foreign Exchange Reserves 
The data have been taken from 31.1. Affiliated overseas countries have been excluded. 


Commodity prices in selected world markets (Chart 8) 


All the series, with the exception of those given below, are computed by Mr. Richard Schulze, Bonn, and reproduced from 
his privately circulated memoranda: 


Coal: U.S. Bituminous, screenings, f.o.r. car at mine, sales to industrial consumers. 
Cotton : U.S. Middling, 15/16’’, average spot price in 15 markets. 

Fuel oil: U.S. distillate, Gulf Coast, No. 2, cargo lots, f.o.b. ship at Gulf. 

Rubber : London, smoked sheets, spot. 


Wool : Combing 58’s, clean, delivered cost in London based on U.K. and Dominion auctions. 
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V. PLANS FOR FREER TRADE IN WESTERN EUROPE (Chapter IV, Tables 3, 4 and 7) 
Exports of major trading areas and of western European countries in 1955 by commodity classes (Tables 3 and 4) 


г In ene the sources used were 30.8, 30.3 and 33.2 (iv). For Iceland, Spain and Switzerland, national trade statistics have 
een used. 


The Free Trade Area (potential members) includes the following countries: the Common Market countries; the United 
Kingdom, Iceland and Ireland; three Scandinavian countries; Austria and Switzerland; three southern European countries. 


Figures for “ all other countries ” were obtained from difference be:ween world exports and exports to the trading areas 
listed. 


The following major adjustments have been made: 
From 29.1, August 1956 (p. 45) it can be assumed that trade within the eastern trading region was about $7,500 million in 
1955, and this amount has been added to total exports from the area as given in the sources. Total world exports were increased 


correspondingly. Exports from the sterling area have been increased so as to include $332 million of United Kingdom re-exports, 
of which $174 million relate to the Free Trade Area. 


Total world exports, as well as exports by commodity classes, from (a) Finland, Spain, Yugoslavia, (5) eastern trading area, 
_(c) sterling area and (4) French and Belgian affiliated overseas territories to groups of countries within the Free Trade Area have 
been taken as equal to the corresponding imports of the above groups of countries, adjusted to f.0.b. values. 


The structure of world trade in 1955. Major preferential trading areas before and after the inception 
of a Free Trade Area for western Europe (Table 7) 
Sources 


30.8, 33.2 (iv) and Tables 3 and 4. In cases where data from the export side were not available, corresponding figures taken 
from the import side were adjusted to a Ё.о.Ъ. basis. 


Composition of Areas 

British Commonwealth : overseas sterling area as specified in the Survey for 1954 (pp. 296—7), United Kingdom, Ireland and 
Iceland. 

French affiliated overseas territories: Algeria, Comoro Islands, French Cameroons, French Equatorial Africa, French 
Guiana, French India, French Oceania, French Somaliland, French Togoland, French West Africa, Guadeloupe, Madagascar, 
Martinique, New Caledonia, Réunion, St. Pierre and Miquelon. Morocco and Tunisia, being part of the French franc area, are 
also included in this group. 

Belgian affiliated overseas territories : Belgian Congo and Ruanda-Urundi. 

Eastern trading region and prospective Free Trade Area in Western Europe : as for Table 4. 


Figures for the total of major preferential trading areas after the inception of the Free Trade Area have been obtained as the 
sum of all areas listed, due allowance being made for double counting. 


VI. EUROPEAN TRANSPORT PROBLEMS AND POLICIES (Chapter V, Tables 1-8, 10-11, 
15-18, and text tables on pages У-4, 25 and 27, and Chapter VI, Tables 1-2 and Chart 2) 


Note on the Sources and Coverage of Railway Statistics (Tables (У) 6, 7, 10—11 and 17 and Table VI—1) 


The data shown in respect of railway goods and passenger traffic relate to the national systems in the country concerned. 
In addition, data for private railways (other than urban systems or lines of a local character) have been included in some of the 
tables when the necessary statistical information was available, and when traffic by these private lines was of some quantitative 
significance. The tables and countries concerned are the following: 


Chapter V 
Tables 6, 11 and 17: Denmark, Italy, Sweden and Switzerland. Table 18: Greece. 


Chapter VI 
Table 1 : Austria, Denmark, western Germany, Greece, Italy, Sweden and Switzerland. 


It should be pointed out that the share of the private lines in total traffic is generally much more important in respect of 
passenger than of goods traffic. The omission of the private systems in some of the tables is therefore believed hardly to affect 


the data shown for goods transport. 
The sources used for private railways were : 
Austria : 2.7; Denmark : 6.6; western Germany : 10.8; Greece : 11.1 and 11.2; Italy : 14.10; Sweden : 22.7 and 22.9; Switzer- 


land : 23.5. 
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In addition, the figures for gross fixed investment in Tables У-7 and У-10 also include private railways in the case of Den- 
mark, western Germany, Greece, Portugal and Sweden. 


Commodity composition of road transport (Table У-3) 


The sources used were: 


Bulgaria : 4.4; Denmark : 6.1, 16 November 1955; France : 8.2, supplement April-June 1954 (all distances), 8.8 (medium 
and long distance), and 29.4, 1955 (long distance); western Germany : 10.3, February 1956; Norway : 29.4, 1955. 


Commodity composition of railway transport in 1954 (Table У-4) 


The sources used were: 
Austria : 2.17; Belgium : 3.12; Bulgaria : 4.А; Denmark : 6.6; Finland : 7.5; France : 8.8; western Germany : quarterly statistics 


in 10.3; Netherlands : 16.12 ; Poland : 18.9; Sweden : 22.7, 1954; Soviet Union : 25.23; United Kingdom : 26.5; Yugoslavia : 27.6. 


Commodity composition of inland transport in France and western Germany in 1954 (Table У-5) 


The sources used were: 


France : 8.9 for rail and water transport and 8.8 for roads; western Germany : quarterly statistics of rail and water transport 
in 10.3 and the issue of February 1956 in particular for roads. 


Pattern of inland transport and goods transport by road (Tables (У) 1, 2 and 16 and text table on page У-4) 


Rail and water traffic : 34.2 and national statistics. Rail goods transport excludes service traffic. For further definition and 
coverage see the note to Table У-6. 


Road transport : as pointed out in the note to Table V-1, statistics relating to road transport are crude estimates and should 
therefore be treated as indicating orders of magnitude only. 


(a) Goods 


1954 : for the countries shown in Table V-2 the figures are based on national estimates and extrapolation of results of sample 
surveys, the latter taken during a more or less representative week during the year. Where the national estimates or sample survey 
were for a year other than 1954, as in the case of Denmark, Finland, western Germany and the United Kingdom, the data have 
been adjusted in line with the changes in the lorry stock between the sample year and 1954. The estimates or sample survey results 
were taken from the following sources: Czechoslovakia : 5.7, No. 1, 1956, and 5.1, 7 December 1955; Denmark : 6.1, 16 November 
1955; Finland : 7.4, October 1954; France : 8.8; eastern Germany : 9.10; western Germany : 10.3, February 1956; Hungary : 12.5; 
Italy : 29.A; Poland : 18.8; Sweden : 29.A; Soviet Union : 25.23; United Kingdom : К. В. Glover and О. М. Miller, “ The Outlines 
of the Road Goods Transport Industry ”, 26.6, Part III, 1954. 


Estimates for western European countries for which no such data exist and which are included in “ other western and southern 
Europe ” in Table У-1 were derived by assuming an average performance per lorry of 33,000 ton-km. per year—the average for 
the countries in Table У-2 for which surveys were made. For southern European countries it was assumed that the average was 
at least a fifth lower. 


1930 : no firm basis is available for estimating the volume of road goods transport in 1930. However, many factors, such as 
the increase in the size of lorries and in the efficiency of their utilization, indicate that there has been a considerable rise in 
ton-km. per lorry since 1930. These considerations, together with national estimates for some countries which go back some 
years (for example, France : 8.6; Italy : Е. Armani, “ Gli Autotrasporti italiani nell’anno 1954”, 14.4, March 1955; Sweden: 
22.14) suggest that volume carried per lorry in 1930 in western Europe was about one-third of the 1954 average. In the case of 
the United Kingdom a proportion of one-half was considered more reasonable. 


(b) Passengers 


In view of the approximate nature of the figures, the percentages showing the distribution of passenger traffic between the 
three means of conveyance have been rounded to the nearest 5. Purely urban traffic has been excluded as far as possible from the 
original data for railways. Allowance for the exclusion of other urban travel was made by assuming an average annual performance 
of 500 thousand passenger-km. per bus, 20 thousand passenger-km. per car and 7,000 passenger-km. per motor-cycle; these 
averages were applied to the total fleet of each type of vehicle. The rough estimates for 1930 were derived by assuming that the 
average performance was lower by about one-fifth for buses, by one-fourth for passenger cars and unchanged for motor-cycles. 


Estimated utilization of capacity of lorries and railway wagons in 1954 (text table on page У-25) 


The total of ton-km. is taken from the sources used for Table V-1. The estimates of the utilization of lorry capacity are based 
on national data on total capacity of the lorry stock for Italy and western Germany. On the basis of the available break-down 
of the lorry stock by capacity groups the average capacity of a lorry has been crudely estimated at 1.9 to 2.1 tons for France, 
2.6 to 2.7 tons for the United Kingdom and 2.7 to 2.9 tons for Sweden. 
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Length of railway network and density of traffic in 1954 (Table V-11) 
The sources used were: 


Population and area : 30.1 and 30.9, supplemented by national statistics. 
Length of line and traffic : 34.2 and national statistics. 


Estimated costs per ton-kilometre of goods transport by road (Table V-15) 
Profits are not treated as a cost, except in the United Kingdom. The sources and methods used were as follows : 
Denmark : 6.1, 16 November 1955. 
Western Germany : 10.13. 


Italy : Costs per ton-km. were taken directly from 14.4, March 1955 (pp. 323-348) and are themselves derived from data on 
performance in vehicle-km. per year and average load per vehicle given in the source as follows : 


Size of lorry eee year Tons loaded 
per vehicle 
ВЕ о ии. са. 30 1.0 
2) оо о ее 40 2.3 
PNDOVCRSE LORS од о а ee 50 4.7 
With trailer (medium). . oat et gt eg ees orale 50 6.7 
Withstratler (heavy) eran ee Sic 60 12.0 


The same source also gave a break-down of costs per vehicle-km. for a large variety of types of lorry, which have been 
roughly re-grouped according to the size classification of the table. 


Soviet Union: 25.24 (p. 129). 


Sweden: Data given in 22.18 on fixed costs per vehicle per year and variable costs per vehicle-km. (separately for a lorry of 2.75 
tons capacity and for a lorry of 8.5 tons capacity) have been combined with data in the same source on annual per- 
formance in vehicle-km. to arrive at a break-down of total costs per vehicle-km. (The performance for the smaller lorry 
is put at 24 thousand and 31 thousand km. in Stockholm and the provinces respectively and for the bigger lorry at 55 
thousand in both cases). Costs per ton-km. have then been derived by means of coefficients of utilization of capacity 
(0.5 for the smaller lorry and 0.66 for the bigger one), based on 29.A. The variable costs for a 5-km. haul were applied 
to the 2.75-ton capacity lorry and for a 150-km. haul to the 8.5-ton capacity lorry. 


The cost data shown are unweighted averages for Stockholm and the provinces. 


Taxation of road vehicles and expenditure on roads (text table on page V-27) 


Taxation on petrol and gas and diesel oil has in general been calculated by applying to figures of fuel consumption for road 
transport—from 29.B—rates of taxation on road motor fuel (from 29.A), adjusted for changes in motor taxation during the 
period 1952 to 1954. For Denmark national tax figures were used, and for Sweden they were adjusted to conform to the definition 
used in 29.A. For Finland the source was 34.3 (p. 36). 


Revenue from taxes on vehicles, purchase tax, transport taxes and customs duty on vehicles and spare parts has in general 
been taken from national sources, supplemented in some cases by estimates. For Finland, however, the source was 34.3. Customs 
duties and transport taxes have been roughly adjusted, so as to refer to road motor transport only. 

For the estimate of tax revenue per vehicle, total taxation thus obtained has been very roughly adjusted so as to exclude 
revenue from motor cycles. 

The data for expenditure on roads are from the same sources as for Table У-8. 


Gross fixed investment in transport and communications (Tables (У) 7, 8, 10 and 18 and text table оп р. У-27) 


General 

Except as indicated below, all or most of the data in the tables was supplied by national statistical offices. The figures for 
gross national product at market prices and total gross fixed investment for western European countries other than Finland and 
Yugoslavia were taken from 33.1, September 1956, rather than from national sources, in order to obtain greater international 
comparability. Other sources used were : 
Belgium : 3.8, supplemented by 3.A. 


France : Investment in sectors other than road and rail transport is from 8.7 (i), supplemented by 8.A. 


Greece : 11.3, supplemented by 11.B. 
United Kingdom : 26.10, supplemented by 26.А. 
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Data for eastern European countries and the Soviet Union were taken from 29.3, tables 112 to 128. 

The classification used for transport equipment is by type of asset, rather than by industry of use, so that the figures include 
purchases by non-transport enterprises, private non-profit-making institutions and the non-military sector of general government. 
For example, the figures for railways cover only railway rolling stock (including, as far as possible, purchases by private owners 
of rolling stock that is registered for use on the lines of the national system), while purchases of motor vehicles and ferries by 
railways are included respectively under road transport and other transport. Similarly, the figures for road goods vehicles cover 
not only purchases by enterprises engaged in road goods transport, but also purchases by other enterprises. In the case of pas- 
senger cars, purchases by households have been included, for reasons indicated in the text. Moreover, the method of allocating 
total purchases between those made on business and on private account varies from one country to another and the allocation 
is arbitrary in many, if not all, countries. International comparability of figures which purport to relate to acquisitions for business 
use only therefore cannot be assumed. The inclusion of passenger cars bought by households in the figures for investment in 
transport naturally involves a corresponding addition to national figures of total gross fixed investment. 

The data for gross fixed investment other than expenditure on transport equipment cover enterprises in the transport and 
communications sector and the capital expenditure of the central government and local authorities on such facilities as roads, 
canals, harbours and aerodromes, and exclude capital expenditure by enterprises outside the transport and communications 
sector on transport facilities for their own use, such as garages and harbour facilities. A distinction between such investment 
and the other investment of industrial and commercial enterprises could not be made. 


Investment by Sectors 

Railways 

The figures include private railways in nearly all cases where they are of importance, but exclude urban, suburban and inter- 
urban tramways and railways of a local character. The dividing line between railways and tramways is necessarily often somewhat 
arbitrary. 


Road transport 


In almost all cases the coverage of the figures is confined to total purchases of passenger cars, buses and motor coaches, and 
road goods vehicles, and the capital expenditure of the central government and local authorities on roads. Available data did not 
permit the inclusion of other items of capital formation, such as investment in buildings, garages, parking facilities and equipment 
other than transport equipment of enterprises engaged in road transport. Motor-cycles, scooters and bicycles with auxiliary 
engines have also been excluded. The figures for capital expenditure on roads (and also those for total expenditure, including 
maintenance, shown in Table V-8 and the text table on page У-27) generally exclude expenditure on private roads, which, however, 
is an insignificant item in most countries. АП data shown in dollars in Table V-8 and the text table on page У-27 have been 
computed by applying official exchange rates to the figures in national currencies. 


Sea-going ships 
Fishing and whaling vessels have been excluded in nearly all cases. 


Other transport and communications 


The figures generally cover tramways, railways of a local character, inland water transport, maritime transport other than 
ships, air transport and communications. Owing to lack of the necessary data, the figures for inland water transport cover only 
capital expenditure on canals and navigational improvements to rivers and purchases of canal, river and lake boats. Similarly, 
separate data are not available in many cases on the investments, other than their purchases of ships, of enterprises engaged in 
maritime transport. The figures for communications exclude facilities for radio and television broadcasting. 


Country notes 


In addition to the above general observations, the following should also be noted: 


Austria : The figures for railways exclude private railways. The capital (and also the current) expenditure of the local authorities 
on roads in 1950 and 1955 has been partly estimated. Investment in other transport and communications includes only 
communications and the investments in inland waterways of the federal government. 


Belgium : The figures for railways cover the Société nationale de chemins de fer belges only; the investments of the Société natio- 
nale de chemins de fer vicinaux are included under other transport. In the absence of official data on the current expen- 
diture by local authorities on roads, the figures for total expenditure in the text table on page V-27 have been partly 
estimated. 


Denmark : The figures for air transport relate to aerodromes only. 
Finland : The figures for enterprises engaged in air transport cover purchases of aircraft only. 
France : Current expenditure for the maintenance of roads has been partly estimated. 


Western Germany : Calendar year figures for capital expenditure on roads for 1950 to 1952 and for current expenditure for 1950 
to 1955 have been estimated on the basis of official figures for fiscal years beginning 1 April. 


Greece : The figures for passenger cars for 1950 to 1952 do not include purchases by households which, however, were very small 
in those years. ; 


Ireland : The figures for sea- 


going ships include canal and river boats. The figures for other transport and communications exclude 
tramways, aerodromes and investments of air transport enterprises other than purchases of aircraft. 


Italy : The figures for railways cover state railways only; the relatively small investments of private railways are included under 
other transport. The figures for current expenditure for the maintenance of roads are based on private estimates. The 


figures for sea-going ships include canal and river boats and aircraft which, however, only account for a small proportion 
of the total. 


Netherlands : The figures for railway rolling stock include trams and those for other railway investments include capital expen- 
diture (other than purchases of transport equipment) of tramways and of enterprises engaged in providing all types 
of bus and motor coach services. Other railway investments in 1954 have been assumed to be the same as in 1955. 


Norway : The figures for railways cover state railways only; the very small investments of private railways are included under 
other transport. The figures for state railways and for tramways include expenditure on current repairs and maintenance 
of buildings and those for harbours, aerodromes and communications include expenditure on current repairs and 


maintenance of both buildings and other works. The figures for enterprises engaged in air transport cover purchases of 
aircraft only. 


Portugal : All figures relate to continental Portugal. Those for buses cover purchases by enterprises engaged in providing urban 
passenger transport services only, but such enterprises seem to own the bulk of the total fleet. Expenditure on roads 
relates to State roads only, which accounted for 58 per cent of the total network in 1954. The figures for total investment 
in transport and communications have been partly estimated, in the absence of official data for passenger cars and road 
goods vehicles. 


Sweden : The figures for state railways for 1950 and 1951, for private railways for 1950 to 1952 and for both capital and current 
expenditure on roads for 1950 and 1951 were taken from 22.13. The figures for sea-going ships include canal and river 
boats, and those for communications include facilities for radio and television broadcasting and investment in stocks. 


Switzerland : The figures for passenger cars have been estimated. Capital and current expenditure on roads (taken from 23.6) 
relates to the cost of construction work only; the break-down between capital and current expenditure has been estimated 
for years prior to 1954. 


United Kingdom : The figures for road passenger transport cover all types of fixed investment, but those for road goods transport 
cover purchases of road goods vehicles only. 


Yugoslavia : The coverage of the figures for motor vehicles is limited to those bought by public enterprises, but purchases by 
private enterprises and households account for only a small proportion of the total. 


Long-term trends of industrial production and volume of goods transport (Chart VI-2) 


Industrial Production and Mining 

Western European countries and total : 33.9; Soviet Union : 25.23; United States : data for 1889-90 in 28.4 have been linked 
to the series in 33.9. The 1964 estimates for Italy are based on information in 14.14. 
Volume of Railway and Total Transport 


Western Europe : The volume indices used for Table 1 of Chapter У have been used; France : 8.6, second half 1955 (p. 241); 
western Germany : 34.2 and the volume indices used for Table 1 of Chapter У. Italy : 14.12. Estimates for 1964 are based on 
14.12, 14.13 and 14.14; Sweden : 22.14 and 22.6; United Kingdom : 26.9, 1938 and 1954 ; Soviet Union : 25.23; United States : 


28.3 and 28.4. 


Rail transport of fuel and consumption of energy in 1954 (Table (VI) 2) 
Sources 
Rail transport : The figures in the first three columns of the table are taken from Tables (V) 2 and 11 or the sources used 
for those tables. 


Energy : The following sources, supplemented in some cases by national statistics, were used for western European countries: 
29.5, 29.6, 29.7 and other data supplied directly by governments. In addition, 28.5 was used for peat, 33.1 for inland consumption 
of motor spirit, gas and diesel oil and fuel oil, 33.9 for inland consumption of kerosene and liquid fuels loaded as bunkers, 33.14 
for inland consumption of liquid fuels by sectors, and 35.1 for fuelwood. The sources used for Poland were 18.9, 29.6, 29.7, 
35.1 and information supplied to the secretariat, and those used for the Soviet Union were 25.13, No. 1, 1956 (pp. 17-32), 25.23, 


25.A and 29.6. 
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Conversion into Hard-coal Equivalent 


The conversion factors, based on relative calorific values, used to convert other sources of energy into hard-coal equivalent 
are the same as those given in 29.3, page C-5, with the following revisions and additions: 


Energy source and unit bi ee 

equivulen 
(Ton, except as otherwise indicated) oak 
Brown coal: Poland and the Soviet Union ............. 0.4 
0.4 


Peat (dry Баз) eee eee oe 
Fuelwood (cubic metre of solid volume): 


a ia el а 


Coniferousa(GOltwOOd)/ о ln eT 0.21 
Broadleayeds (hardwood) ее 0.29 
Electricity (1.000 (KW) oo: ee a, meme о 0.4 


Natural gas (1,000 cubic metres): 
Countries for which data expressed at an average calorific content of 


10,000 kcal per cubic metre are available .......... 1.43 
France’. 20. shee eee eee er К Е 1.37 
Зое ее и а Е 1.2 

Shale:sSoviet Ото ел о. cee 0.16 


The conversion factor for shale produced in the Soviet Union has been computed on the basis of the calorific value of the 
estimated amount of oil that can actually be recovered per ton of shale mined. The factor for electricity (both hydro and thermal) 
has been adjusted upwards from the level corresponding to its calorific value to take account of the fact that the average efficiency 
of utilization of electricity is much higher than that of solid and liquid fuels. 


Coal Consumption by Branches 


The figures cover hard coal, brown coal and processed solid fuels produced from those sources. For most countries they 
represent deliveries to consumers, and thus do not take account of changes in consumer stocks. However, in the United Kingdom, 
they are known to represent actual consumption. The figures for thermal electricity relate to public supply plants only; coal 
consumed by other establishments to generate electricity for their own use is included under the appropriate sectors. The data 
for households include consumption in small-scale industry, agriculture, commerce and other service industries, except for the 
United Kingdom, where they relate to households only. The definition of “ small-scale industry ” is not uniform between countries. 


Coal as a Share of Energy Consumption 


Total energy consumption : The figures represent the share of hard coal and brown coal (including net imports of processed 
solid fuels produced from those sources) in the total consumption of all primary sources of energy. The method of computation 
is the same as that described in 29.3 (pp. C-4 and C-5), with the following changes and additions: 

Peat and fuelwood have been added, so that virtually all sources of energy are covered. All data for hydro-electricity have 
been taken from 29.6, and natural gas has been included not only for Italy, but also for all other producing countries. The 
figures for liquid fuels have been revised to include bunkers in order to make them comparable with the figures for coal in this 
respect. The United Kingdom data for motor spirit now include aviation spirit, and so conform to those for other countries. 


Consumption by sectors : The figures for each sector have necessarily been computed on the basis of the quantity of each 
source of energy, whether primary or secondary, actually consumed by the given sector. Consequently, coal consumption by 
sectors includes hard coal and brown coal consumed as such, plus solid fuels produced from these sources, but excludes purchased 
manufactured gas and, in the case of industry other than steel and households, thermal electricity purchased from public supply 
plants that has been produced from coal. Purchased manufactured gas and all purchased electricity are, of course, included in 
total energy consumption. 


Industry other than steel : The figures for coal include deliveries for the generation of electricity. As far as possible, therefore 
the data for electricity included in total consumption of energy relate to purchased electricity only. In the case of Belgium, however, 
separate data were not available for self-produced and purchased electricity, and the figures for coal were therefore adjusted 16 
exclude coal used by industry for electricity generation. The figures for Denmark, Finland, Netherlands, Norway and Sweden 
include the steel industry, for which separate data were not available. The data for Denmark, France, Netherlands and Norway 


tefer to 1955. 
Thermal electricity : The data relate to public supply plants only. The figure for Italy is for 1953. 


Households : As for consumption by branches, small-scale industry, agriculture, commerce and other service industries are 
generally included under households. The figures for Denmark, France, Netherlands and Norway refer to 1955. 
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УП. CHANGES IN THE LEVEL AND STRUCTURE OF OUTPUT IN WESTERN 
EUROPEAN COUNTRIES (Chapter VII, Tables 1-17 and Chart 1) 


Gross domestic product in current and constant prices and the volume of output by sectors (Tables 1, 3-11, and 15-17) 


General 


Most countries publish series for gross domestic product at factor cost (or, as indicated in Table 1, another measure of 
national output) both at current and at constant prices, and the price indices implied in the two series (re-based on 1950) are 
presented for selected years in Tables 15 and 16. Sector outputs at constant prices have been re-based on 1950 and total output 
has been obtained by adding together the sector outputs. However, the data are still expressed in terms of price weights of the 
original year, and only the base has been changed. (The year to which weights refer is shown in Table 17.) Where data in con- 
stant prices were not available for pre-war it was sometimes possible to apply volume indices to output of a post-war year. 
These volume indices may be weighted by prices of another year (for example, in Belgium), and are therefore not completely 
comparable with the post-war data. 

Whereas the product of the main components of the commodity sector can in general be estimated on the basis of fairly 
adequate statistics, the same does not apply to the greater part of the service sectors, where methods of estimating volume 
indices or of deflating series in current prices are liable to introduce fairly wide margins of error into the series thus derived 
in constant prices. On the problems and methods involved in deflating national accounts data, see 33.10, 30.4, No. 9, and 30.6. 

To the extent that the original data permitted, the classification by sector used in Chapter VII corresponds to that recom- 
mended in 30.6, p. 43 et seg., which is essentially the same as the United Nations International Standard Classification of All 
Economic Activities. (See also 30.5, p. 40.) Thus, except as otherwise indicated in the succeeding notes, or in notes to the 
tables, the coverage of the sectors is as follows: 


Commodity output 
Agriculture : Includes fishing, hunting and forestry. 
Mining and quarrying : Includes all the extractive industries. 
Manufacturing : Generally includes handicrafts. 


Electricity, gas and water: Both production and distribution. Electricity generated in other sectors by firms producing 
for their own use or for sale (mainly collieries and steel plants) should be included here and excluded from the corresponding 
industrial sector. This does not seem to be the case, however, in France, western Germany and Luxembourg, while the practice 
followed in other countries is not always clear. 


Construction : Covers all construction activity, whether on private or public account and excludes the output of building 
materials (included in manufacturing or in quarrying). 


Service output 


Transport and communications : In principle, this sector covers all forms of transport, including shipping, storage and 
warehousing, although it is not always known how far national statistics conform to this ideal. In general, road transport under- 
taken directly by enterprises that, by reason of their principal output, are classified in other sectors, is mainly or wholly treated 
as the output of those sectors, thus unduly reducing the absolute and relative size of the transport and communications sector. 
The value of services provided by personal cars to their owners constitutes an item of consumer expenditure and is not part of 
the output of the transport sector. In practice, however, the distinction between the use of passenger cars for business and private 


purposes is necessarily arbitrary. 


Trade : Includes both wholesale and retail trade. 


Other services : No further break-down of this group of miscellaneous activities is presented in the tables, owing to the 
often unsatisfactory basis of the series and their inadequate international comparability. The main sectors included here are 
banking and insurance (unless included under trade), domestic services, ownership of dwellings, education and health services, 
professions, personal services, and public administration and defence. 


Sources and methods 
In most cases the data are taken from national accounts. The sources used, and estimates or adjustments made, were as 
follows: 
Austria: 2.A. According to 2.5, the return of Soviet-controlled enterprises to Austrian management in 1955 adds about 1 per 
cent in that year to the total product and to manufacturing output at constant prices. 
Belgium : 1948 to 1954: 3.7; 1936-38 : The figures have for most sectors been estimated by applying volume indices obtained 
from the following sources to the post-war data in 1950 prices in 3.7: 


Agriculture : 33.11. 
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Mining and quarrying ; Electricity, gas and water : 3.2, March 1955. Coke has been excluded from mining and quarrying 
and water is not included in the sector electricity, gas and water. 

Manufacturing : The indices in 3.2, March 1955, were used. For metal-using industries and chemicals, for which 
indices are not given in that source, recourse was had to private estimates (L. Duquesne de la Vinelles, “ Essai de 
reconstitution d’un indice de la production des industries chimiques et de la transformation des métaux pour la 
période 1913-1951 ” in 3.6, August 1956.) The indices in 3.2 are based on 1936-38, while those for chemicals and 
metal-using are based respectively on 1937-38 and 1937, thus tending to over-estimate output in 1936-38 relative to 
the post-war years. 

Construction : Output has been estimated from the trend of employment in the sector, as given by 3.10 and 3.9. 
Transport and Communications : The index for rail and water transport given in 3.2, March 1955 has been supplemented 


by separate indices for air and road transport and an index for communications from 3.A. These four indices have 
been weighted by the estimated value added. 


Trade : Output has been measured by the combination of an index of real wages (including employers’ contributions)— 
used as a measure of consumption and so indirectly of turnover in wholesale and retail trade—and the index of manu- 
facturing, described above, used as a measure of output of services of the trade sector not directly provided to consumers. 
The source for real wages is L. Dupriez, “ Les rémunérations en Belgique de 1936 а 1952”, in 3.6, August 1952. 


Other services : И has been assumed that output increased at the same rate as the average for manufacturing, electricity 
and gas, transport and communications, and trade. 


The resulting value added by sector in 1936-38 is as follows: 


Estimated Gross Domestic Product at Factor Cost in Belgium in 1936-38 at 1950 Prices 
Billions of francs 


ASriGulture cqureetrenirues aces ne Е м. А жа Е 24.5 
ТАРА Се ЕО: ЗЕ сообообюаоороо расовое 19.6 
У оо o a 6 @ 8 0 0 oc Ree Sale ees SESE (ee on Seep 92.4 
50919119 с сорыовооо Ро о: 2 р Mae Wel 
Metal-using. a ом ока Ао Оо 15.8“ 
о RS Solr ce г а с. SPT ay EPS ay 18.9 
Свена ое doe ke Ge ie ee ee ee ee За 
Rood@manufacturing a: aene Cee eer Set nk ЕЕ В 20.4 
Building; materials: Poymer ce | cee eee eee ee eee a TES) 
IMiscellaneOusi.. ert cee о, СИ cee Mente em ny И р И 15.4 
Blectricityeandssas с оовоб IMA ее АА К 4.4 
СОСО а eee Sy e-em tars ae ane Ау 12.0 
Total commodity ошриё..... 152.9 
Transport and communications ...... AL oa Cr Bane eee a eae ee 17.2 
Wholesale; and) retail trade: 3. a. . Ree ee oy ee CAS М 36.0 
Others ServiceSs.gh. say-tey. а ое о ae a eae cy ema 87.0 
Total service output . . . 140.2 
Gross Чоезнсьрго“ нс. о, о рее енко 293.1 
а 1937. Ь Including coke and rayon. с 1937-38. 


Denmark : 6.5. The figures for recent years in Table 1 are from 6.1, 22 January 1957. 


Finland ; 7.5 and 7.6. The output of mining and quarrying and of electricity, gas and water are estimates. Their percentage 


France 


General 


share in 1938, 1949 and 1955 in the net output (gross value of output less raw materials) of industry (excluding con- 
struction), taken from 7.5, has been applied to the total net value of production of the combined three sectors in constant 


prices as given in the national accounts. The estimated totals in constant prices thus obtained do not therefore fully 
take into account changes in relative prices. 


; Output for 1938 in 1948 prices was obtained by applying to the 1938 figures in constant prices the implied price 
index in the published data for 1938 and 1948 at 1938 prices. 


Data in current prices were directly available for 1938, 1950 and 1952, while for 1953 and 1954 price indices have been applied 
to data in 1952 prices. 


; Data in 1950 prices for all years have been obtained by applying volume indices described below to 1952 values in current 
prices and converted into 1950 prices by means of the implied price indices given by 1950 data in current and in 1952 prices 


Appendix В — Page 25 


Output at Current Prices 


1938 : Net domestic product and depreciation : Revised estimates from 8.A оп the basis of the study of MM. Dumontier, Froment 
and Gavanier, “ La comptabilité nationale de la France en 1938”, 8.3 (i), March-April 1947. 


1950: Net domestic product : 8.А on the basis of 8.11 (revised to conform with the 1952 data). 
Depreciation : 8.7 (i). The total has been allocated by sectors in the same proportions as in 1952. 


1952: Net domestic Product and depreciation : 8.7 (ii), pp. 224-228. Bakeries have been transferred from trade to food manufactur- 
ing industries and rent from land transferred from personal rent to agriculture, 


1953 and 1954: Net domestic product and depreciation : The price indices applied to 1952 values were either wholesale price indices 
(for coal, building materials, electricity) or unit value indices derived from table Va of 8.7 (i). In view of the minor changes 
observed in the prices of capital goods during the period 1952-54, the depreciation figures at 1952 prices (see below) were 
adopted. 

Output at 1952 Prices 


(a) Net domestic product in 1938, 1950, 1953 and 1954 


The following series of volume indices based on 1952 = 100 have been applied to the 1952 data in current prices: 


Agriculture : Indices of production taken from the annual enquiry into farm Output and expenses published in the December 
issue of 8.3. 


Mining and quarrying : Three components of the revised index of industrial production have been weighted together. (Source: 
8.1, 21 July 1956.) 


Manufacturing : 15 component series of the revised index of industrial production have been combined. 


Electricity, gas, water : The two component series of the revised index of industrial production have been weighted together. 


Construction : 1938 to 1949 : The component of the index of industrial production. 1949 to 1954 : The volume index of gross 
domestic product in 8.7 (i). 


Transport and communications : Various volume indices for railways and urban transport, road transport, sea and inland 
water transport, air transport, and communications have been estimated on the basis of available indicators, and have been 
weighted together. 


Trade and other services : 1938 to 1949 : Indices derived from value added at constant prices given in 8.12. 1949 to 1954: 
Indices of private consumption (excluding services) at 1952 prices, given in 8.7(i), have been used as indicators of the volume of 
trade, and volume indices of the consumption of services from the same source have been used for the output of services. 


Banking and insurance: Roughly estimated from available information. 


Ownership of dwellings : The volume indices have been derived assuming 1938 output to be the same as 1951, and an annual 
increase from 1950 of one per cent. 


Public administration : Volume indices have been estimated on the basis of the number of civil servants as published in 8.1, 

8 September 1951, 8.2, Supplement to April-June 1953, and 8.13. 

(b) Depreciation 

1938 : Estimates of 8.4, obtained by applying appropriate price indices to the depreciation figures at current prices. 

1950: For public administration, dwellings and total net domestic product depreciation has been taken directly from 8.7 (2. 
For the other sectors, it has been obtained by applying the volume indices described above to the 1952 depreciation 
figures. 

1953 and 1954: Total depreciation for both years as given in 8.7 (i) differs very little from the figure for 1952 (10 billion francs 
more in 1953 and 30 billion more in 1954). These slight differences have been allocated more or less arbitrarily between 
the sectors and the results obtained used indifferently for depreciation at current or at 1952 prices, 


Western Germany: 10.8, 1955 and 10.3, April 1956. Mining and quarrying, and electricity and gas were estimated on the basis of 
production and price indices and the share of these industries in industrial output in 1936 given in 10.4 (ii), March 1952 


and 10.3, April 1956. 


Greece : 11.3. The gross domestic product in 1938 at 1950 prices has been estimated from indices of output for agriculture and 
industry taken from 33.8 (p. 272). It has been assumed that the movement of the index for construction between 1938 
and post-war has been parallel to that of industrial production (manufacturing, mining and quarrying, and electricity, 
gas and water). It is further assumed that the output of services moved in the same way as total commodity output. 


Ireland : 13.2 for net domestic product by sectors. The index of gross domestic product in Table 1 is from 33.12, Vol. I (р. 244). 


Italy: 14.A. 
Luxembourg : 15.A and 15.2 (И). 
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Netherlands : 16.А for domestic product by sectors. The index of gross domestic product in Table 1 is from 33.3 (p. 173) and 
33.12, Vol. I (p. 244). 


Norway : 17.4, supplemented by 17.A for more recent years. 
Portugal: 19.A. Original data in 1954 prices have been used throughout. 


брат: Estimates of P. Hamberg, “ Informe preliminar sobre la renta interior de Espafia” in 21.1, May—August 1955. The index 
of net national product in Table 1 is from 21.3 (p. 28) and 21.2, 1955 and 1956. 


Sweden : 22.17. The index of gross national product in market prices, shown in Table 1, is from the same source (p. 25) and 
22.13, which provided a link between national product in 1953 and 1938/39. 


Switzerland : The index shown in Table 1 of net national product at market prices (excluding direct taxes and deflated by a cost- 
of-living index) is taken from 30.4, No. 9. 


Turkey : 24.2, August 1956. 


United Kingdom : 26.10 for post-war years. The figures for 1937 were obtained by applying to the 1948 figures the volume 
indices given in 26.7, December 1952. These volume indices, which are calculated with 1948 weights, show an increase 
of 7 per cent in gross domestic product between 1937 and 1948. According to the same source (p. viii), a rough adjust- 
ment to pre-war weights would bring the increase to 11 per cent. 


Index numbers of gross domestic product at constant prices (Chart 1) 


The sources for output are the same as those used for Table 1, while population data (for the rectangles to the right of the 
country curves) are from 30.1 and (for some pre-war figures) 34.1. 

Gross domestic product at factor cost in 1954 in pre-war dollars was obtained by applying the volume indices shown in Table 1 
to the pre-war figure of gross domestic product and converting into dollars by means of the pre-war rate of exchange. In the case 
of Austria and Portugal, for which no pre-war gross domestic product is available, the 1954 product was converted into dollars 
at the current rate of exchange and then expressed in 1938 dollars by means of an index of domestic prices in the United States. 


The use of official rates of exchange unavoidably distorts the comparison between countries of the level of gross domestic 
product, and whereas the ranking of countries according to the size of their total product is probably not wide of the mark, the 
figures for output per head contain a much wider margin of error. They constitute only a very rough grouping of countries, and 
too much should not be read into inter-country comparisons. 


More suitable rates of conversion based on purchasing power parity are proposed in 33.7, but have so far been calculated 
for only four countries and relate not to pre-war but to 1950. Nor are the adjusted 1938 official exchange rates in 29.2 (p. 231) 
appropriate for the present purpose, as they take into account only prices of industrial goods (i.e., commodity output as defined 
above less agriculture and construction), whereas the data used in the chart and throughout Chapter VII refer to total output. 
As can be seen from Tables 6 and 7, the output of industrial goods ranges from 30 to 50 per cent of total output in most countries 
and in at least one instance is under 15 per cent. 


Since the data are expressed in terms of pre-war prices, the relative position of the various countries and, even more, the 
relative levels of output per head are naturally different from those that would be obtained from a comparison of net national 
product per head in post-war prices, such as has recently been made by the United Nations in 30.7 for the years 1952 to 1954. 


Employment and unemployment (Tables 2 and 9-13) 
Employment 


General 


The data refer to the working population as given by national censuses, sometimes completed by extrapolation. Unemployed 
persons are in principle excluded and armed forces included. 


The main difficulties inherent in the presentation and use of census data are discussed in Section 4 of Chapter VII. In parti- 
cular, the differences in the definition and the treatment of unpaid female family helpers in the various countries, and even some- 
times in successive censuses in the same country, make their systematic inclusion or exclusion impossible. Moreover, in a few 
countries there is no means of excluding them. It seemed, therefore, desirable to present in Tables 10, 11 and 13 two sets of results, 
derived from employment data including and excluding unpaid female family helpers. 

In Table 9 a few countries are indicated for which no data on the working population are available or where the data have 
no clearly defined meaning or do not cover the whole period. In these cases changes in the total population had sometimes to be 
used, although it is known that movements of the total population, of the active population and of the working population are 


not necessarily parallel. In some cases indices, generally for the end of the period, have been used which are based on the trend 
of employment of wage and salary earners only. 


Sources and methods 


Austria : 2.1 of February 1955 and 1956, 2.6 and 2.8. 


Belgium pe and 3.9. Employment in agriculture in 1937 was obtained by interpolation between figures for 1929 in 3.11 and for 
47 in 3.10. The change in total employment between 1937 and 1947 shown in Table 9 is assumed to be the same as 
for the average of the following sectors: agriculture, mining and quarrying, manufacturing, electricity, gas and water, 


construction, transport and communications, retail and wholesale trade, banking, insurance and real estate and hotels 
and restaurants. 


Denmark : Census results in 6.7 for pre-war and 6.2, 1953 for 1950. 
Finland : 7.5, 1950 and 1955. Female family helpers in 1940 are assumed to have the same relation to total employment as in 1950, 


France : 8.10 for pre-war and results of the 5 per cent sample for 1954, published in 8.1, 28 May 1955. The 1936 census figures 
have been reclassified according to the 1954 classification with the help of 8.A. 


Western Germany : 10.8, 1955. Employment in mid-1936 (for comparison with the output data) was obtained by interpolation 


between the census results for 1933 and 1939. Employment in 1955 has been estimated on the basis of changes in the 
number of wage and salary earners. 


Greece: The 1951 census results are from 11.А. 
Ireland: 13.4 and 13.3. 

Italy : 14.8, 1955 and 14.A. 

Luxembourg : 15.3 and 15.1, January-June 1950. 


Netherlands : The distribution of manpower in post-war years in terms of man-years is given in 16.6, first quarter 1955. The 
link with pre-war in Table 9 is derived from 16.1, April 1953 (p. 251). 


Norway : Figures refer to full-time equivalent employment. The sources used were 17.4, supplemented by 17.A, and 17.3 of 
December 1954 and December 1955. 


Portugal : 19.1, 1951 and 1954, Family helpers in agriculture in 1950 are taken from 19.2. 


брат: 21.4. 
Sweden : 22.19 and 22.21. The number of female agricultural family helpers in 1940 has been reduced as proposed in 22.11, 
p. 189. 


Switzerland : 23.4, 1949 and 1954. 


Turkey : 1938 data are interpolations between the census results for 1935 and 1940 in 24.5 (i). The census data for 1950 in 24.3, 
1953, have been supplemented for further detail on manufacturing by information in 24.2, December 1955, and adjusted 
for agriculture by reference to data on the 1950 agricultural census in 24.5 (ii), so as to exclude persons under 14 years 
of age. 1954 and 1955 (the latter being provisional results of the 1955 census) are from 25.A. 


United Kingdom : 26.9, 1955 and 26.2. Employment in 1937 was estimated from the results of the 1931 census adjusted by index 
numbers of employment of insured persons given in 26.3, December 1938. It is thus implicitly assumed that the total 
occupied labour force moved in the same way as the total of insured occupied employees. 


Unemployment (Table 2) 


The coverage of unemployment statistics is not the same in all countries, and the percentages are therefore not internationally 
comparable. Nor, for reasons such as changes in legislation, are they always fully comparable within a country between the 
pre-war and post-war years. Except in Finland, France and Italy, where the ratio of registered unemployed to the total working 
or active population is shown, the data refer to insured workers. Partially unemployed persons are not always included. Fora 
fuller discussion of unemployment statistics, see 32.1, the source used for the table. 


Output per head (Tables 9, 13 and 14) 


The figures shown in Table 9 are derived from the indices of output and employment shown in the table. 

The year to which the ratios in Table 13 refer is the same for each country as for Tables 10 and 11. 

In Table 14 output per head is obtained by dividing indices of output for each sector by a corresponding index of employ- 
ment. Where no sector break-down is shown the indices of total output per head are those used for Table 9. On the problems 
inherent in calculating and interpreting data on output per head see Section 4 of Chapter VII. - 

In general the employment data used in the tables are from the same sources as for Tables 9-12. Wherever possible, unpaid 
female family helpers are excluded from the employment data in Table 14. 
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УШ. FACTOR SHARES IN INCOME (Chapter VIII, Tables 1-8 and 11-25) 
National income by distributive shares (Tables 1-4 and 14-25) 


General 


The most usual method of presenting the distribution of national income by factor shares in national accounts is to distin- 
guish the final recipients of factor income, after transfer of dividends from corporations, and to differentiate between the income 
of households and the income of government. Government income includes both trading income from public enterprises and 
other services and income from property in the form of rent and interest and possibly dividends. Household income consists of 
wages and salaries, income from unincorporated enterprises (excluding income from the ownership of financial assets and all other 
non-entrepreneurial income) and the property income received by households (including the self-employed in their capacity as 
consumers) from other sectors (usually net of income paid to other sectors). This property income takes the form of rent, dividends 
and interest (and, in some countries, of corporate transfer payments to households and non-profit-making bodies). The remaining 
items to be accounted for are then direct taxes of corporations and their saving after tax. In addition, the income of households 
usually includes their receipts of interest on the public debt (which are not considered as factor income), and these appear, to- 
gether with similar payments to enterprises, as a final deduction to be made from the total of factor payments to obtain national 
income. For a further discussion of different factor payments and their definition, see 30.5 and 33.7. 


For practical reasons some countries do not distinguish the final recipients of property income and take factor payments at 
their immediate point of origin. This procedure leads to the establishment of a total figure of corporate profits before distribution 
of dividends and similar totals for all rent and interest payments, wherever they originate and to whomever they are paid. Like- 
wise, the income of government may not appear as a separate item—the trading income becomes part of total profits, and the 
property income part of rent and interest. The constituents of national income calculated in this way are free of public debt 
interest paid at home, since such interest is not treated as factor income generated in the economy, and so no deduction for this 
item is necessary. The countries publishing the distribution of national income in this way are Denmark (Table 16), for which 
however, a partial adjustment could be made, Finland (Table 17), for which alternative estimates on the standard basis were 
used for Table 8 (see below), Ireland (Table 19) and Switzerland (Table 24). (For the United Kingdom both series are available.) 
For these countries the data shown in Table 4, which in principle relate, so far as rent, dividends and interest are concerned, to 
the income of households, refer in fact to the total of factor income of each kind generated in the economy. This is generally 
indicated by the footnote “ received by all sectors ”. Moreover, as pointed out in the text, there is much variation between coun- 
tries as to how much of the interest on the internal public debt is credited to corporations and enters their saving or whether it is 
allocated mainly or entirely to households. As regards rent and interest, it should be noted that some countries do, and others do 
not, impute to government the rent of government property and to households interest for services rendered free by banks. 


Sources and methods 


Austria : 2.5 for 1950 to 1955 and 2.2, February 1956 for earlier years. The gross product of public administration and defence, 
taken to represent wages, is from 2.A. 


Belgium : 1938 : the annual article by Professor Е. Baudhuin in 3.6, February 1939 (р. 126) and May 1950 (р. 106), together 
with his revised estimates in 3.6, No. 3, 1947. Professor Baudhuin provided the secretariat with a similarly revised 
estimate for the income of farmers. The figure for direct taxes on corporations is a rough estimate by the secretariat. 


1948 to 1955 : 3.4, September 1956. The Belgian estimates differ in three important respects from the OEEC Standar- 
dized System, but the source provides the information necessary to bring them into conformity. It should be noted that 
the estimates of corporate saving are open to perhaps greater uncertainty than the other income shares (cf. 3.4, March 
1956, p. 614). 


Denmark : 6.5 (tables 18, 19 and 27), supplemented by 6.1, 22 January 1957, for 1953 to 1955. Interest on the public debt has been 
allocated to households. 


Finland : 1938 is from 7.6, 1950, and all other years from 7.1, October 1956. The income of farmers and the break-down of cor- 
porate profits (Tables 3 and 17) are from 7.A, which is also the source for rougher and more detailed estimates of income 
shares by final receivers. These have been used in Table 4 to show corporate saving and taxes and dividends paid to 
households (and also in Table 8, for which see below). (A summary account, for 1954 and 1955 only on the lines of the 
OEEC Standardized System appeared for the first time in 7.1, October 1956.) The published figures for total rent 
and interest payments have been retained, however, for the sake of comparison with pre-war. All relevant figures include 
stock appreciation. 


France : 1938: 8.A. 
1949 to 1955 : 8.7, supplemented by 8.A for revised 1955 data and for the break-down in relevant years of stock appre- 


ciation between companies and other enterprises. 8.A also provided, in addition to direct taxes paid by farmers, estimated 
employers’ contributions etc. to be added to the published data for wages of the public sector and in agriculture. 


Two major adjustments have been made to the original figures (the first affecting 1938 also) : 


(i) The product of households derived from the cultivation of food and other produce in gardens and allotments, etc 
. . О . к. 
has been eliminated from national income on the grounds that it is usually excluded in other countries. 
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(ii) In the French accounts three types of transfer income are recognized as adding to the product of unincorporated 
end corporate enterprises—“ subventions d’équilibre ”, “ subventions d’équipement ” and “ dommages de guerre ”. 

Subventions d’équilibre ”, which are received only by corporate enterprises, consist of subsidies which are granted 
by the government to state enterprises to balance their accounts. They are nevertheless not treated as straight subsidies 
to producers (“ subventions d’exploitation ”), and so do not add to the contribution of these enterprises to the national 
product at factor cost. In the French system they appear, therefore, as transfer income in the appropriation account 
of enterprises. Since it is considered preferable, and in greater conformity with international standards, to regard them 
as similar to the “ subventions d’exploitation ”, the national income, the income of corporations, and their balance 
of saving (Table 18) have been increased by the amount of these subsidies, 


The “ subventions d’équipement ” and “ dommages de guerre ” are treated in the French accounts as current transfers 
to corporate. ог unincorporated enterprises, but are not considered as contributing to corporate saving (undistributed 
profits) for purposes of the national income account. No further adjustment is therefore required for Table 18 or 
Table 4, but, as explained below, these transfers have been excluded from corporate income in Table 8. 


Western Germany : 10.3, September 1956, and 10.8, for wages and rent (Tables 1 and 4); 10.6, July 1956, for the saving of enter- 
prises. 


Ireland : 13.2, especially the issue for 1955. For years prior to 1951 the change in livestock was added to agricultural output and 
national income; the relevant figures are given in notes to the appendix tables of the source. In accordance with inter- 
national standards, emigrants’ remittances, included in the national income in the Irish accounts, have been excluded 
(Table 1). Stock appreciation has been eliminated by assuming for the total figure given that two-thirds was due to 
companies. It has further been assumed that stock appreciation in agriculture is negligible. 


Italy : (Table 1): The wage bill for 1938 is taken from 14.3. 14.7 gave the take-home pay of the employed labour force for 1954, 
whence the wage bill was obtained by deducting family allowances paid by employers and adding employers’ and 
employees’ contributions to social security. National income for both years is from 14.8, 1955, the figures given for 
intermediate services of the government having been added for improved international comparability. Since the wage 
data and national income are taken from different sources, a range has been shown to indicate the probable margin of 
error. 


Luxembourg : 1937 : 15.2 (i); 1949 to 1954: 15.A, supplemented by 15.2 (ii) for 1952 to 1955. 


Netherlands : 16.A, supplemented by 16.6, second quarter 1956, for 1948. The data from 16.A correspond more closely to the 
OEEC Standardized System than do those published in 16.6. In particular, they include an imputation for the rent 
of government buildings, they allocate the income of insurance funds between government (social insurance) and house- 
holds (life insurance), and exclude pensions received from abroad, which are treated as the income of non-residents. 
Wages in the public administration sector (including education) and the rent of dwellings are taken from table 11 of the 
published source. 


Norway : 1938 and 1948 : 17.4; 1949 to 1955: 17.A. The Norwegian concept of “faktorinntekt” corresponds neither to domestic 
nor to national product, but has been brought nearer to net national product by the exclusion of net investment income 
paid to abroad. Further, on the basis of information in 33.5, “ faktorinntekt ” has been diminished by the approximate 
amount of imputed bank interest paid to enterprises, constituting about 70 per cent of the total imputation of bank 
interest. 


Sweden : 23.A. Owing to weaknesses in the basic data from which they are derived, the totals of national product derived from 
the income side cannot be reconciled with the more reliable totals derived from the expenditure side. The difference 
between the two sets of totals is broken down into a “ regular ” and an “ irregular ” residual (cf. 33.6). The irregular 
part of the residual is allocated to corporate saving, while the regular residual—that part of the total residual which is 
assumed to move in proportion to the income and saving of households—is credited to households. However, it is not 
possible to allocate the regular residual between the income of unincorporated enterprises and the income from property 
and entrepreneurship of households, both of which items are therefore underestimated. In consequence, the percentages 
shown in the table add to a sum less than one hundred by the amount of the regular residual. (It has been assumed 
that the estimate of income from employment is more reliable and does not need to be credited with part of the residual.) 


Switzerland : 23.4 and 23.1, October 1956. For divergences between the Swiss accounts and the standardized system, with 
special regard to interest, dividends and the surpluses of public enterprises, see 33.4. 


United Kingdom: The basic data were taken from 26.10 (tables 8, 14, 29 and 32, supplemented by tables 37 and 40 for interest 
on the public debt). Stock appreciation has been deducted from the various items by reference to table 40 of the same 
source (and table 33 of 26.14 for 1938). For the conversion of the gross figures to a net basis, see p. 31 of this Appendix. 


Wages and corporate profits as a share of national income (Tables 2 and 6) 

In principle, non-trading income, such as dividends from abroad, rent from other sectors, and interest on the public debt, 
is excluded from profits. The sources used are the same as for Tables 1, 3 and 4, and the following items were taken to represent 
profits: 

Denmark : The sum of direct taxes on corporations, their undistributed profits and dividends paid to households. 
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Finland : Corporate profits, a total which includes those surpluses of government enterprises which are not treated as subsidies 
or indirect taxes. 


France : The net trading surplus of corporations (“ revenu net d’exploitation ”) plus “ subventions d’équilibre ” (for the addition 
of which see the notes to Tables 1, 3 and 4). The figures include a certain amount of interest on the public debt. 


Ireland : Public and private companies’ domestic profits. 


Switzerland : The sum of direct taxes on corporations, their dividends paid 1o other sectors and undistributed profits. Public 
enterprises and co-operatives have been excluded. 


United Kingdom : Gross trading profits of companies and public corporations less their estimated capital consumption. 26.10 gave 
the total capital consumption of these two sectors, from which has been deducted the estimated depreciation relating 
to gross rent received from property let to other sectors (see p. 31 of this Appendix), since the income from this source 
forms part of the non-trading income of corporations and not of their operating surplus. 


The. share of labour income in the economy as a whole, the private sector and the business sector (Table 5) 


Except for the Netherlands, the sources used were the same as for Tables 1, 3 and 4. 


The private sector 

The figures for public administration and defence, shown in Tables 14-25 were deducted, but as mentioned in the text, the 
sector has varying coverage from one country to another, particularly with respect to education and public health. (In the parti- 
cular case of western Germany, the figures represent the net output of the government sector, including services provided to the 
occupation authorities.) 


The business sector 

The deduction for rent concerns dwellings only in Denmark, and the total of rent and interest payments in Finland. In addi- 
tion to agriculture and domestic services, but not forestry and fishing where separately given, the following other sectors were 
deducted in order to obtain wages and total product in the private sector: 
Netherlands : (source: 16.8): religion; Norway : education and religion; United Kingdom : public health and education services 
and private non-profit-making bodies. 


Distribution of total corporate net income in six countries (Table 8) 
General 


In addition to their trading profits (i.e., their contribution to the net national product at factor cost less wages, rent and 
interest paid) enterprises may also receive some non-trading income. Most of such income goes to financial institutions, the trading 
income of which is small or even negative, and consists of income from investments made outside the enterprise sector (parti- 
cularly interest on the national debt), interest received from households by banks, and mortgage interest received by building 
societies. In addition, there may be such items as rent paid by households or the government to property companies that let 
land or buildings. 


If, as is the normal practice, this transfer income is added to the trading income of enterprises to obtain their total income, 
and hence their balance of saving, the national income account will not add up correctly unless corresponding reductions are made 
to the income of other sectors or a global deduction is made at the end. As regards the income received by enterprises from 
households it is customary to show the property income of households net of these payments. (International organizations 
recommend showing a gross figure, with a deduction at the end for interest on consumer debt.) Rental and similar property 
income received by enterprises from the government can likewise be deducted from government property income and a similar 
solution could be adopted for payment of interest on the public debt. To deduct public debt interest in this way, however, would 
result normally in a large negative figure for the income of government, and it is preferable (and recommended by international 
organizations) to present it as a general deduction to be made so that the constituent items of income add up to national income. 


The degree to which such transfer incomes from households and the government constitute an important addition to the 
trading profits of enterprises depends largely on institutional factors—the volume of state indebtedness and its distribution be- 
tween enterprises (mainly corporate financial institutions) and other sectors, the extent to which dwelling accommodation is let 
to households by corporations or purchased on mortgage, etc. In the United Kingdom, for example, such transfers add 15 to 
20 per cent to the gross domestic profits of companies and perhaps 25 per cent to their net profits (1.е., net of depreciation), 
Some of this income, however, is received from public corporations and in a consolidated account for companies and public 
corporations the amount involved would be smaller. (The relative amount, however, might be larger, in view of the small net 
domestic product of public corporations to be added.) The percentage would be reduced, too, if expressed in relation to total 
trading profits rather than to domestic profits. 


In France, public debt interest adds 10 to 15 per cent (in 1952),1 but mortgage interest and interest paid to banks by house- 
holds is negligible. (The treatment of certain other items of enterprise transfer income in the French accounts has been discussed 
in the preceding notes in this section.) As pointed out in Section 2 of Chapter VIII, public debt interest also contributes much 
to the income of corporate enterprises in Belgium. The importance of non-trading income in other countries may well.be less 
but existing national accounts data are inadequate for positive confirmation. 


* However, in the French accounts this interest is included in trading profits, and not in non-trading additions to income. 
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Sources and Methods 


: The total income for which the distribution is shown in Table 8 includes all such non-trading income. Where total corporate 
income is not an independently given figure for which a consistent break-down of taxes, dividends and profits is available, it 
can only be obtained as the sum of these three items, and will depend on the definition or coverage of dividends and saving. 
For example, the dividends may refer, as in the case of Belgium, Denmark and Finland, to the total receipts of dividends by 
households, some of which may not originate in domestic enterprises, but abroad, and will exclude dividends paid abroad. It 
should be noted that the figure for saving (even free of stock appreciation) will not correspond to the actual allocations to reserves 
by corporations, particularly if the deduction for depreciation is not the same as that made for purposes of company accounts 


or if all public debt interest in the national accounts is allocated to households (though saving will normally include additions 
to tax reserves). 


Total income has been taken as equal to total corporate profits in Denmark and Switzerland (see the notes to Tables 2 and 
6). For Belgium it has likewise been taken as equal to the sum of corporate saving, direct taxes and dividends paid to households. 
For Finland, France and the United Kingdom it was derived as follows: 


Finland : Т.А provided a break-down of income by final recipient, distinguishing the saving of corporations, their direct taxes, 
and dividends received by households. The sum of these three items has been taken as total corporate income, and 
excludes the surpluses of public enterprises, which in Table 17 are included in corporate profits. The estimates of 
dividends are subject to revision, and in general the break-down of property income for 1948 to 1953 between house- 
holds and other sectors contains a wider margin of error than do the estimates of income before transfer of profits 
in 7.1, October 1956 (notwithstanding that corporate profits in that source are a residual item). 


France : Net trading profits (“ revenu net d’exploitation ”), plus “ subventions d’équilibre ”, plus dividends received by corpo- 
rations. As explained in the notes to Tables 1, 3 and 4, other transfer income of enterprises is treated as on capital 
account. 


United Kingdom : Gross trading profits of resident companies, plus profits earned abroad (including the balance-of-payments 
adjustment, which appears on the other side as a constituent of saving), plus non-trading income. From this total 
must be deducted taxes and remittances paid abroad (assumed to be mainly remittances of profit) and payments of 
interest (included in gross profits), together with companies’ capital consumption (for which see below). The residual 
after payments of dividends and taxes constitutes company saving. 


For all countries the sources are those used for Tables 1, 2 and 4. 


Note on the method of obtaining net factor income in the United Kingdom for tables in Chapter VIII 
(Tables 1-4, 6-8 and 25) 


An attempt has been made to establish data on a net basis by using the figures given for depreciation in table 55 of 26.10. 
The estimates thus made of the net values of the various items are no more than an approximation and do contain unavoidable 
statistical errors that cannot be corrected in the present state of knowledge. The items particularly subject to some error are the 
net profit and net saving of corporations and the net income of government, but though this may affect the order of magnitude, 
the year-to-year changes in the share of corporate saving in national income, which is the main interest of this study, should be 
more reliable. It can be seen from Table 3 that the share of income from self-employment is scarcely different on a net basis 
than it is on a gross; the correspondence is equally close for rent, interest and dividends paid to households. The following is a 
comparison for corporate saving and the income of government (per cent of national income or gross national product, including 
provision for stock appreciation): 


Corporate saving 1938 1948 1949 1950 1951 1952 1953 1954 1955 
Grosser Ат, 6.0 10.6 8.7 11.9 13.3 7.6 8.6 10.7 10.3 
INC fie tse 2.6 Te 4.9 8.4 9.7 2.9 4.0 6.3 5.7 

Income of Government 
(СЕ, ро р пабе а 2.7 2.8 3.0 2.9 2.6 2.9 8:2 3.4 
ЕС fees ae 0.8 1.1 1.3 il 0.6 1.0 1.5 1.6 


The original data on depreciation distinguish persons, companies, public corporations and central and local government 
(of which trading and non-trading), further separating dwellings from other assets. On this basis it is possible to arrive (for 
Tables 3, 4 and 25) at the net income of the self-employed by assuming that they are responsible for the entire non-dwelling 
depreciation of persons, and at the net income of households from property (rent, dividends and interest) by deducting from 
their gross income the figures given for depreciation of dwellings owned by persons (assuming that households receive rent only 
from dwellings). Similarly, company saving and total company income (Table 8) and corporate savings (Tables 4 and 25) can 
be obtained by deducting the depreciation of companies and all corporations respectively from the gross figures. To determine 
net trading profits for Tables 2 and 6 and total net rent in Table 4 it is further necessary to remove from the figures for the 
capital consumption of companies, public corporations and other public enterprises that part which relates to buildings that 
are rented,} with a view to deducting it from total non-dwelling rent. The net trading profits of these three sectors can then be 
obtained by deducting the remaining capital consumption from their gross profits. The method adopted was to take net business 


1 The imputed rent of owner-occupied trading premises is counted as trading profit. 
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(1.е., non-dwelling) rent at half the gross figure (based оп an analogy with dwellings) and to distribute this total among companies, 
public corporations and other public enterprises, roughly in proportion to their total depreciation (in the ratio 5:3:1). (In fact, 
only half of net business rent was thus distributed, for it appears from 26.13 (p. 337) that roughly half of non-dwelling rent is 
paid by trading concerns.) In addition, the total of gross non-dwelling rent in 1938 was roughly estimated at one-third of the 
depreciation of dwellings.! 

The resulting figures for corporate profits and rent were as follows (percentages of gross or net domestic product, including 
provision for stock appreciation): 


Corporate profits 1938 1948 1949 1950 1951 1952 1953 1954 1955 
GIOSS" =." 5 ee eee 14.3 18.1 18.0 19.4 20.5 17.7 17.9 18.5 18.8 
Мера 11.5 15.6 15.3 16.7 17.8 14.3 14.4 15.2 15.5 

Rent 
ВСС» семя Зее 9.6 4.0 3.8 4.1 3.8 4.0 4.3 4.5 4.3 
ее cee com Gece 8.3 1.5 1.4 1.8 1.4 1.4 1.8 2,2 2.0 


The above assumptions are necessarily rough. For example, the non-dwelling appreciation of persons ought not to be entirely 
allocated to the self-employed, since a small amount of personal rent is received from trading concerns or public authorities. 
Errors of this kind and of over- or under-estimation of the depreciation of non-residential buildings will affect more particularly 
the distribution of net income and saving between the sectors, but it is thought they will have a lesser impact on the year-to-year 
variations for which the figures have been primarily estimated. It should be added, however, that there is a further possibility 
of net non-dwelling rent being under-estimated without corresponding over-estimation in another sector, to the extent that 
national income is itself on the low side because certain gross rent items are under-valued (as explained in 26.10 and 26.13), in 
so far as the rent involved (mainly imputed rent of one kind and another of central and local government) is valued in relation 
to the original cost of the asset while depreciation is provided for at replacement cost. 


Share of wages and salaries in net domestic product by industrial sectors (Tables 11 and 12) 
Denmark : 6.5 (tables 19 and 53-54). 


Finland : 7.1, October 1956, 7.5 and 7.6. 


France : 1938 : Indices of activity by sector, derived from the quarterly inquiry of the Ministry of Labour as published in 8.2, 
have been applied to wages and salaries in 1952 (source: 8.7 (i)). The figures thus obtained of the wage bill in 1938 
(assuming the 1952 wage structure) have then been reduced proportionately so that the total wage bill corresponds 
to the figure used for Table 1. 

1950: 8.11. 

1952: 8.7 (ii), pp. 224-228. 

1953 and 1954 : Indices of activity by sector, from 8.2, have been applied to 1952 wages and salaries and adjusted for 
changes in wage rates since 1952 from the same source. However, for agriculture, public administration, and domestic 
services, figures have been taken directly from 8.7 (i) and (ii). 


Western Germany : Wages and salaries have been taken from 10.7, No. 4, 1954 and 10.1, 9 November 1956. Net output by sector 
has been taken from 10.8, 1956 and 10.3, September 1956. 


Ireland: 13.2, 1955. 


Italy : As indicated in footnote 30 on page VIII-22, the share of wages in the product of industry is estimated for 1948 to 1955 
on the basis of the wage bill given in the 1951 census of industry (14.15), adjusted for changes in wage rates and employ- 
ment. 1938 is from 14.16 (p. 195), adjusted to exclude transport. 


Netherlands : Revisions to 1938 data in 16.8 are гот 16.А. Other data are from 16.8 (table 13). 
Norway : 1938 and 1948 : 17.4 (tables 19 and 20); 1949 to 1955 : 17.A. 
United Kingdom: 26.10. 


Analysis of changes in the share of wages and salaries in net domestic product (Table 13) 
All sectors 


The sources for the wage share in the net (or gross) output of the various sectors are the same as for Tables 11 and 12. 
The original data permitted the following number of sectors to be distinguished: Denmark: 15; Finland: 8; France: 11; western 
Germany: 8; Ireland: 5; Netherlands: 13; Norway: 16; United Kingdom: 14. 


Manufacturing only 


Denmark : The computation has been based on the share of wages in the gross output of 20 separate industry groups as given 
by the annual statistics of industry (6.3). 


1 This approximation for business rent in 1938 may influence the comparability of total pre-war net rent with the post-war 
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Netherlands : 11 industry groups have been distinguished. 


Norway : No published data on the wage share for separate industries within the manufacturing sector for a pre-war year being 
available, recourse has been had to a similar estimate in a national study—O. Aukrust, “ Den funksjonelle inntekts- 
fordeling i Norge belyst ved nasjonalregnskapsdata ”, 17.5, December 1956. 

About 13 groups of industries have been distinguished within the manufacturing sector, but the computation was 
made on the basis of the average 1935-39 wage fraction within separate industries (and not the 1950 wage fraction). 


United Kingdom : The gross output of each of twelve industries has been taken as equal to the sum of wages, salaries and gross 
profits. The items excluded—employers’ contributions, income from self-employment and the surpluses of public 
corporations—account for less than 10 per cent of the gross domestic product of manufacturing. 


IX. DISTRIBUTION OF PERSONAL INCOME BY SIZE 
(Chapter IX, Tables 1-3, 5 and 8-12 and Charts 1-3) 


Income by size range (Tables 1, 3 and 8-12, and Charts 1 and 3) 
Denmark 


Sources: 6.4 and 6.8. 


The Income Concept 


Assessed income in the Danish sense is net of losses, insurance premiums up to a maximum, an allowance for wage and salary 
earners (but apparently not for self-employed persons) and net of the total of direct taxes paid to the central and local govern- 
ments during the year. This is the concept considered in all the distributions shown, other than the over-all distributions of 
income before tax (Table 3 and Chart 1), where direct state taxes on personal income paid during the year have been added 
(Source: 6.8). The ranges of income refer in all the distributions shown, including those for income before tax, to assessed income 
as defined above. 


The Recipient Concept 

The earnings of a married couple are considered as one income. АП persons over 18 years (other than jointly assessed mar- 
ried women) are recorded, irrespective of whether they have an income. Persons under 18 years are included only if they have a 
steady income from work or are not living with their parents or other persons on whom they are economically dependent. 


Coverage 

Since the data include all adults (other than jointly assessed married women) who are not income receivers, they are more 
comprehensive than for other countries. It can be seen from Table 1 that the coverage in respect of the number of incomes is 
less satisfactory for 1939 than for 1952. According to 6.8, 47,000 domestic servants and 50,000 agricultural workers should be 
added to the 1939 tax returns to obtain comparability with later years and this would increase the coverage from 88 to 93 per cent. 
No adjustment could be made to correct the distributions for this discrepancy. 

Total income derived from fiscal data compares much less favourably with aggregate personal income derived from national 
accounts than in the other countries studied, and this is only partly due to the fact that taxes on income other than those paid 
to the central government are excluded from the before-tax distribution. 


Western Germany 
Sources : 


The data for pre-war Germany in 1936 and western Germany in 1950 are based on records of persons subject to the wage 
and salary tax and to income tax. The latter account for 15 per cent of the total number of recipients included in the over-all dis- 
tribution in 1950. The sources used were: “ Versuch eines Vergleichs der Einkommensschichtung in der Bundesrepublik Deutsch- 
land 1950 und im Deutschen Reich 1936”, 10.3, October 1954 and “ Zur Frage der Einkommensschichtung ”, 10.3, June 1954. 


The Income Concept 

The concept of income and the recipient unit used in these two sets of tax data differs substantially, and in spite of the adjust- 
ments made in the sources, the comparability is still not very satisfactory. Income according to the income tax returns is net of 
losses only and gross of tax allowances. Income reported by wage and salary earners includes tax allowances; costs of acquisition 


and employees’ contribution to social insurance. 


The Recipient Concept 

In the data derived from the income tax returns, married couples’ income is considered as one and dependent children’s 
earnings from sources other than employment are included with that of the head of the family. In the data derived from wage 
and salary tax records, married women and children earning their own incomes are separately distinguished. 


Coverage 
The coverage is fairly complete in respect of the income from employment of wage and salary earners, whether employed 
or not, as the data have been appropriately adjusted in the sources. Coverage is less satisfactory for other recipients, particularly 
? 
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those with very low incomes. The distributions exclude all pure rentiers and generally persons whose income consists mainly of 
social transfers. To the extent to which such persons work, they are generally included in the distribution, but are attributed 
only their income from employment. The exact coverage of the 1936 data in respect of income recipients could not be determined. 
They are known to include 31 million recipient units 1 from which the majority of pure rentiers have been deducted in the source 
(10.3) and to which unemployed persons have been added. 


The Netherlands 
Sources: 1938: 16.11 ; 1946 and 1950: 16.13 and 16.14. 


The Income Concept 

Income reported includes income from all sources, net of losses, personal allowances (mainly income payments to others) 
and costs of acquisition. Capital gains are partly included, but abnormal additions to income, such as receipts through liquidation 
of business, do not affect the size distribution, the recipient being classified in the range of his “ normal” income (though appar- 
ently attributed his actual income). 


The Recipient Concept 
Married couples, incomes are treated as one. Children’s income from all sources was separately distinguished in pre-war 


statistics, while only the income from employment is separately distinguished in the post-war data. The comparability of the 
series should be little affected. 


Coverage 

The coverage of the pre-war series has been improved (on the basis of information from 16.A) by the inclusion of persons who 
because of tax allowances deducted to obtain assessable income fell below the exemption limit. Other incomes below the exemption 
limit have been included on the basis of information given in 16.9, which, however, covers only economically active persons. 
Since the adjusted pre-war series include all economically active persons it is certain that the coverage in respect of farmers, 
independent traders and other entrepreneurs with very low incomes is somewhat fuller in the pre-war than in the post-war dis- 
tributions. Most of these incomes appear to have been fairly close to the exemption limit in 1938, however, and corresponding 
post-war incomes are probably included, since the exemption limit was not raised proportionately to the rise in money incomes. 


The exact coverage of the post-war statistics is uncertain. Most wage and salary earners are presumably included, since their 
income, which is taxed at the source, is recorded down to very low levels.2 To the extent to which they had received any 
income at all from employment during the year (and the majority did) unemployed persons are also covered, in both the pre- 
war and the post-war series. In the post-war statistics, other persons who work only part of the year (such as migrants) are classi- 
fied according to the full time equivalent of their actual income but are attributed only their actual income. Incomes not subject 
to the wage and salary tax are less fully covered and those that fall below the tax exemption limit appear to be generally excluded 
from the post-war statistics. These incomes, although they may be known to the tax authorities, are not carried over into the 
statistics from one year to the other if it can be assumed that they continue to remain below the exemption limit. 


Incomes received mainly from pensions and other transfer payments are excluded in all years. 


Distribution of Income after Tax 


These distributions show income before tax earned during the year less direct taxes assessed on that income, and not taxes 
actually paid in that year. The ranges relate to income before tax. Pre-war data could not be used since taxes deducted relate 
to the basic central government tax on income only, which was only some 25 per cent of total income taxation. 


Sweden 
Sources : 1935 to 1948 : 22.16; 1948 and 1954: unadjusted tax data in 22.8. 
The Income Concept 


In the over-all distributions in the years 1935, 1945 and 1948 (Table 3 and Chart 1), from 22.16, the concept is a very wide 
one, comprising the total of income from employment and other sources, including all transfer incomes. Income after tax in 
these years (Table 12 and Chart 3) is net of all direct taxes paid by persons to central and local government on income and pro- 
perty, and is from the same source. These are the only data that are comparable for pre-war and post-war. Later post-war data 
are available only in the annual tax returns (22.8), where the income concept used is narrower. It includes gross income from 
agricultural real estate, other real estate, trades and professions, wages, salaries and occasional earnings and income from capital, 
net of deficits on any of these sources. This concept is also the one underlying the partial distributions in Tables 7 to 11. 


The Recipient Concept 


In the over-all distributions (Tables 3 and 12 and Charts 1 and 3) the income recipient unit is the family in the narrow sense 
—i.e., husband, wife and dependent children. In the partial distributions (Tables 7 to 11), however, a married woman’s income 
is recorded separately from that of her husband. 


* See “ Die Einkommensschichtung im Deutschen Reich”, Wirtschaft und Statistik, September 1939 (p. 660). 
* The post-war wage and salary tax has rates applying to earnings for as short a period as four hours. 


3 Ten per cent of the number of incomes recorded in the income tax statistics were below the tax exemption limit in post- 


war years; the proportion is somewhat smaller for incomes recorded exclusively in the 
И ergs У wage and salary tax returns (9 per cent 
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Coverage 


; The coverage is less complete, in respect both of recipients and of income, in the annual tax data than in 22.16, which includes 
all income in kind, income below the tax exemption limit, and other incomes not covered by official statistics, while the tax data 
leave out of account recipients falling below the exemption limit applying to central government taxation of personal income. 
The tax records for years prior to 1951 treat a married couple’s income as one, while since 1951 married women’s earnings have 
been separately recorded. Comparable series (based on a joint classification) are, however, available for the over-all distribution 
in tax records for recent years. As is pointed out in the text, the effect that this change in the treatment of married women’s 
earnings may have on the over-all distribution of income is not important, but certainly cannot be ignored in the case of distri- 
butions by industrial attachment and Occupational status. The tax data could not therefore be used for the partial distribu- 
tion. The only other suitable data for comparison of partial distributions are those which are published in the quinquennial 
census of population, of which the earliest post-war year is 1945. Married women’s income in this source (22.20 (i)) is treated 
in the same way as in the post-1951 tax returns. The comparability in respect of industrial and occupational classification may, 
however, not be fully satisfactory. From the evidence in the source the series seem to compare reasonably, but it appears that 


non-active income recipients and recipients in manufacturing are relatively more numerous in the census data than in the tax 
records. 


22.20 (i) does not give aggregate income for each interval, which has been derived for Table 8 by assuming that the mid- 
point of the interval corresponds to average income. Total aggregate income thus found has been adjusted to conform to total 
income given in 22.20 (ii). 
United Kingdom 
Sources ; 26.10, except for the total number of income recipients in 1938, which is from 26.16. 


The Income Concept 

Income is net of costs of acquisition, national insurance contributions and some grants to persons from public authorities. 
All income in kind, except that of domestic servants, is also excluded. 

The Recipient Concept 

The combined income of married couples is considered as one income. Juveniles receiving separate incomes, even though 
partially dependent on their parents, are treated as separate units. 

Coverage 

The post-war data cover all incomes other than “ inconsiderable ” incomes, such as casual earnings of schoolchildren for 
delivering newspapers, small investment incomes and other incomes below £50. The 13.7 million incomes below £125 in 1938 
may include, however, an insignificant number of “ inconsiderable ” incomes. 

The taxes deducted for the distributions of income after tax are income tax and surtax payable by persons. With regard to 
income other than wages, salaries and dividends (which are not taxed at source) the distributions show income before tax earned 
during the year, less direct taxes assessed on that income and not taxes actually paid in the year. 


Aggregate personal income (Tables 1 and 2, and Chart 2) 


National accounts data have been used. Aggregate income in the Netherlands (source: 16.6, second quarter 1956) was esti- 
mated for 1946 by assuming that the increase between 1946 and 1948 was as for national income. Aggregate personal income in 
Sweden in 1945 is from 22.16, and for Denmark in 1938 from 6.A. Where data in constant prices were not available for Table 2, 
the current price series have been deflated by the index implied in series at current and constant prices for private consumption. 


Population aged 15 years and over (Table 1)) 


The data have been taken from statistical yearbooks. The number of married women is usually only available in census 
years, and their numbers in other years for the United Kingdom and the Netherlands have been roughly estimated. 


Changes in the composition of populations (Table 5) 


The data are taken from censuses of population, extrapolated by less complete annual figures in statistical yearbooks. Active 
population in Great Britain in 1938 has been estimated by assuming that the increase between 1931 (the census year) and 1938 
was the same as for the dependent labour force. Active population in the Netherlands has been estimated from data on man- 
years in 16.1, April 1953, and 16.6, fourth quarter 1956, applied to the 1947 census. Numbers of married women in western 


Germany in 1939 are taken from 10.9. 


Percentage distribution of total income (Tables 3 and 12, and Charts 1 and 3) 
General 


The Lorenz Curve and its Application to the Basic Data 
The parameters of the Lorenz curve, such as the inequality coefficient and the maximum equalization percentage, can either 
be read off from the graph or—more precisely but rather more laboriously-—determined by algebraic formulae that have been 
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developed by Gini and others. For the purposes of this study mathematical measurement was not considered necessary, and 
readings from curves drawn freehand have been made, with the aid of a planimeter when necessary. It follows that the greater 
the number of intervals given in the original distribution data, the smaller will be the possible error in the slope of the curve at 
any point as a result of connecting the various known points by hand. 


In cases where the original data gave only the range of income and the number of recipients in each interval, aggregate income 
for each interval was obtained from a histogram, the frequency for each interval being multiplied by the income represented 
by the point mid-way between the two limits of the interval. Total income thus obtained was compared with the aggregate usually 
given in the original sources. The differences between the two totals were generally small, but the total error is of course an 
average of larger positive and negative errors for the separate intervals. 


The Inequality Coefficient 1 


It should be noted that the reliability of the measures of inequality is a function of the number of intervals of the distribution. 
Fairly accurate estimates are possible when aggregate income for each interval is known and when there are at least some ten 
intervals that do not vary too greatly in size. Important errors are introduced if this latter condition is not met—for example, 
the pre-war distributions in the United Kingdom and the Netherlands, where the first interval comprises more than half of the 
total frequencies. If, in addition, aggregate income for each interval is not given, too few intervals will magnify the error. 


For example, the inequality coefficient for Denmark in 1953 rises from .405 to .435 if the number of intervals is reduced 
from thirty to eight, because in the lower income ranges average income is higher than the income corresponding to the mid- 
point of the interval and conversely for the high income ranges. The assumption that average income is identical to the income 
represented by the mid-point of the interval therefore leads to some over-estimation of the degree of inequality, the more so 
the smaller the number of intervals. This over-estimation is of some importance in the coefficients shown for Sweden and Den- 
mark, where the income of the interval is generally not known, and particularly in the partial distributions for the latter country, 
where furthermore the intervals known are fewer than in the case of the over-all distributions. 


Inter-country comparisons of inequality coefficients should therefore be made with particular caution, and even inter-temporal 
or inter-sector comparisons within a country may be vitiated by considerations of the above nature. This applies with particular 
force to the pre-war and post-war distributions of the United Kingdom and the Netherlands. 


1 Gini has shown that the index of inequality is connected to the mean difference. In a population of n individuals, the 
mean difference of their income equals the sum of the absolute values of the n (n—1), differences which can be found by taking 
the individuals two at a time in all possible combinations and then dividing by their number. 


Algebraically the index of inequality is given by the formula: 


k 
R= Dr Pi gi Ri + Ru 
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where К equals the number of intervals, рр, а; and В; represent respectively the frequencies as percentages of the total, 
incomes as percentages of the total, and the inequality of distribution within the interval i. This latter can be determined 


as follows : 
1 + 3a)? 
В, =2 (1 73] (1 м а 
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where х, and x represent respectively the lower limit and the average income of the interval, and a the proportion of the interval 
situated above average income. Let Rm represent the inequalities between the intervals, then 


k k 
Rm = ) Pi-1Q— YP Q—1 
i=2 


i=2 


where P; and Q; are the cumulated frequencies and incomes as far as the upper limit of the interval i. 
Thus В; becomes an adjustment made to Ви. 


If one cuts the curve into two segments—for instance, the first 95 per cent and the upper 5 per cent—the total inequality 
can be given by the following formula: 


В = (.95 qi Ri + .05 а, Rz) + (.95 — а,) 


where q, and q, are the share of the total income attributed to 95 and 5 per cent respectively, and В, and В i iti 
within the lower 95 and the remaining 5 per cent. ее а 


Keeping В, and В, constant, one can measure the effect on the total inequality of income tran: i 
from the 5 to the 95 per cent. ain tesa) a 


On the other hand, if q, and а. remain constant, one can measure the effect of the changes in i iti 
within the 95 and 5 per cent respectively. Been | Sa ca 
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Maximum Equalization Percentages 1 


The slope of the tangent at a point on the Lorenz curve indicates the degree of inequality at this point. Where the tangent 
to the curve is 45 degrees marginal income equals average income and where it is less than 45 degrees marginal income is below 
average (and conversely where the tangent is more than 45 degrees). The share of income to be transferred from high to low 
income ranges in order to obtain equal distribution corresponds to the maximum vertical distance between the Lorenz curve 
and the diagonal representing equal distribution (i.e., the distance between the point with a 45-degree tangent and the diagonal). 
In spite of the gradually changing shape around the point of tangency at 45 degrees, that point can be determined in a sufficiently 
precise manner, since it is known to be within the interval comprising average income. 


Sources 


Distribution by decile groups was given for some years in the original sources for western Germany and Sweden, as follows: 


Western Germany : 1936 and 1950: 10.3, October 1954; Sweden : 1935, 1945 and 1948 : 22.16. 


All other distributions were obtained by interpolation of Lorenz curves constructed from data in the sources used for 
Table 1. 


Coefficients of inequality and average income in partial distributions (Table 8) 


The sources used are the same as for Table 1, with the exception of Sweden in 1945 (22.20 (i)) and the Netherlands in 1952 
(16.7). Average income by branch of activity and occupational status is not available for Sweden in 1945 and it has been estimated 
by assuming that average income corresponds to the mid-point of the interval. The coefficients of inequality have been measured 
in the same way as for Table 3. 


The coverage of the groups distinguished, in terms of the classification of the source data, is as follows: 


Netherlands : 1946 and 1956 (classification of 16.14, p. 7): 
Agriculture (including fishing and hunting): groups 18 and 19. 
Manufacturing: groups 1 to 3, 5 to 15, and 17. 
Trade: group 20. 
Liberal professions (including public services and miscellaneous services): group 24. 


1952 (classification of 16.7): 
Salary earners: company directors and persons employed in public services only. 
Wage earners: all other employed persons. 
Self-employed: independent heads of enterprises and liberal professions. 
Non-active persons: persons without an occupation and pensioners. 


Denmark (classification of 6.4): 


Agriculture 
Self-employed: farmers with large farms, farmers with medium-sized farms, smallholders, others in agriculture and 
forestry, gardeners and fishermen. 


Wage and salary earners: permanent hired employees, farm and forest labourers, etc. 


Manufacturing 
Self-employed: factory owners, master craftsmen in the food, textile, metal and other industries (excluding building). 
Wage and salary earners: directors, bakers, joiners, smiths and mechanics, other journeymen and unskilled workers, 
male workers not specified. 


Trade 
Self-employed: wholesalers, grocers and shopkeepers, dry goods dealers, others in commerce. 


Wage and salary earners: shop personnel, etc. 


Liberal professions : Physicians, lawyers and others in liberal professions. 


Total self-employed : those included in the industrial classification above (including liberal professions) plus master crafts- 
men in building and construction, hotel owners and restaurant keepers, taxi and truck owners, etc., others and non- 
reported occupations. 

Total salary earners : company directors, technical employees, shop personnel, other employees, administration and office 
personnel in public and private enterprises, employees of railway, mail and telegraph services, other public servants 


(clergymen, teachers, etc.). 
1 The maximum equalization percentage is proportional to the mean deviation. One can thus connect by means of the 


i 1 1 i — difference and the mean deviation. These two 
enz curve two measures of dispersion with different concepts the mean | . 
ies generally give very similar results so that in the analysis one can pass from one to the other without serious error. 
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Total wage earners : those included in the industrial classification above (except directors and shop personnel), plus brick- 
layers, domestic servants, apprentices and students. 
Total non-active persons : persons without occupation. 


Sweden: The published grouping has been used without modification. 


Percentage distribution of income recipients in each decile group according to the recipient’s branch of activity and occupational 
status (Tables 9 and 10) 


The income limits corresponding to decile groups of recipients for the total distribution were determined by reading off from 
graphs relating income levels to the percentage of recipients. 

The numbers of recipients of different occupational status or industrial attachment falling within these limits have been 
found by reading back from similar graphs for the partial distributions, and have been expressed as percentages of all income 
recipients. Because of inevitable errors in reading from the graphs, the sum of the shares in the partial distributions does not 
come to exactly one hundred, and the shares have therefore been proportionately adjusted, in order to correct for this error, 
before being expressed as percentages of total income recipients. 


Income transfers required to obtain equal distribution of income within each sector (Table 11) 


The sources and coverage for the figures are the same as for Table 8. 


It should be noted that the total of intra- and inter-sector transfers required to obtain equal distribution within sectors is not 
comparable with the maximum equalization percentage shown in Table 3 (and for Denmark, Table 12) for all sectors, owing to a 
certain amount of duplication. Thus, in the case of a high income sector part of the income which is simply transferred from 
high to low ranges to obtain equalization within the sector has to be removed altogether from the sector and is transferred to 
low income sectors in order to obtain equalization for all sectors taken together. 


Income-tax structures before and after the war (Chart 2) 


The tax rates shown for pre-war generally apply to income earned in 1938 or 1939 and for post-war to income earned in 1955 
or 1956. Personal income per head has been obtained from the same sources as for Table 2. 


The sources for tax rates were as follows: 
Denmark : 6.B. The rates apply to Copenhagen only, but other rates have moved roughly in conformity. 
Western Germany : 10.10, Teil 1, 10 February 1938, and 10.11, Teil 1, 17 December 1954 (tax on earned income). 
Netherlands: 16.15 and 16.10. 


Sweden : 22.15 and 22.10. The data relate to “ ortsgrupp ” (cost-of-living area) III, and local taxes, amounting to 10 per cent of 
personal income before the war and 12 per cent after, were added to obtain income before tax. 


LIST OF SOURCES QUOTED IN APPENDIX В 


ALBANIA 


1.1 


55) 


Zeri i Popullit. Daily. 


1.2 Bashkimi. Daily. 
1.3 Agence télégraphique albanaise, Paris: Albanie. Twice a week. 
1.4 L?’Albanie nouvelle, Tirana. Monthly. 
1.5 E. Hoxha: Raporti i komitetit quéndror té Partisé sé Punés té Shqipérisé né kongresin Ш té partisé, 1956. 
1.6 M. Shehu: Raport mbi rezultatet e realizimit té planit té paré pesévjecar dhe direktivat e planit té dyté pesévjecar pér 
zhvillimin ekonomik е kultural té В. Р. té Shqipérisé né Kongresin Ш té partisé, 1956. 
1.7 У. У. Shvets: Ekonomika narodnoi Respubliki Albanii, Moscow, 1956. 
AUSTRIA 
21 Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. 
2.2 Statistische Ubersichten zu den Monatsberichten des Osterreichischen Institutes fiir Wirtschaftsforschung. 
2.3 Mitteilungen des Direktoriums der Osterreichischen Nationalbank. Monthly. 
2.4 Osterreichisches Statistisches Zentralamt: Statistische Nachrichten. Monthly. 
2.5  Osterreichisches Statistisches Zentralamt und Osterreichisches Institut fiir Wirtschaftsforschung: Osterreichs Volks- 
einkommen im Jahre 1955, January 1957. 
2.6  Osterreichisches Statistisches Zentralamt: Ergebnisse der Volkszéhlung vom 1. Juni 1951, 1953: 
(i) Vol. 14—Textband. 
(ii) Vol. 13—Tabellenband II (Berufsstatistischer Teil). 
2.7 Bundesministerium fiir Verkehr und verstaatlichte Betriebe: Amtliche Eisenbahn-u. Strassenbahnstatistik der Republik 
Osterreich. Annual. 
2.8  Osterreichisches Institut fiir Wirtschaftsforschung: Osterreichs Beschdftigungsstruktur in den Jahren 1938, 1948, und 
1950 (Beilage No. 13 of 2.1), January 1951. 
2.A Information supplied by the Osterreichisches Institut fiir Wirtschaftsforschung. 
BELGIUM 
3.1 Agence économique et financiére. Daily. 
3.2 Institut de recherches économiques et sociales de 1’Université de Louvain: Service mensuel de conjoncture : Statistiques. 
3.3 Banque nationale de Belgique: Bulletin d’information et de documentation. Monthly. 
3.4 Institut national de Statistique: Bulletin de Statistique. Monthly. 
3.5 Ministére du Travail: Revue du travail. Monthly. 
3.6 Université catholique de Louvain: Bulletin de l'Institut de recherches économiques et sociales. Eight times a year. 
3.1 Institut de sociologie Solvay, Université libre de Bruxelles: Economie belge et comptabilité nationale 1948-1954, 1955. 
3.8 Ministére des Affaires économiques: Dixiéme et onziéme rapports relatifs aux problémes des investissements, 1956. 
3.9 Office central de Statistique: Recensement économique et social 27 février 1937, 1939-1943. 
3.10 Institut national de Statistique: Recensement général de la population, de l’industrie et du commerce au 31 décembre 1947, 
1949-1951. 
3.11 Office central de Statistique: Agriculture : Recensement général au 31 décembre 1929, 1937. 
3.12 Société nationale de chemins de fer belges: Annuaire statistique 1954, 1955. 
3.A Information supplied by the Ministry of Economic Affairs. 
BULGARIA 
4.1 Rabotnichesko Delo. Daily. 
4.2 State Planning Commission: Planovo Stopanstvo. Monthly. 
4.3. Izvestiia na narodnoto Sbranie (Official Gazette) [Prior to 1951, Drzhaven Vestnik]. Irregular. 
4.A Information supplied by the Statistical Office of Bulgaria. 
CZECHOSLOVAKIA 
5.1 Rudé Ргауо. Daily. 
5.2 Chamber of Commerce: Czechoslovak Economic Bulletin. Monthly. 
5.3 State Statistical Office: Statisticky Obzor. Monthly. 
5.4 Engineering institute: Podnikova organisace (Organization of Enterprises). Monthly. 


State Planning Office: Pldnované Hospoddistvi. Ten times a year. 
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5.6 Central Committee of the Communist Party: Novd туб]. Monthly. 
5.7 — State Statistical Office: Statistické Zprdvy. Quarterly. 
5.8 Academy of Agricultural Science: Sovétské zemédélstvi. Every two months. 
5.9  Ufedni List. (Official Gazette). Irregular. 
5.10 Central Committee of the Communist Party: Deset let rozvoje ndrodniho hospoddfstvi a kultury Ceskoslovenské republiky 
1945-1955, 1956. 
5.11 Ministry of Foreign Trade: Zahranicni obchod. Monthly. 
5.12 Academy of Agricultural Science: Za socialistické zemédélstvi. Twice a month. 
DENMARK 
6.1 Statistiske Departement: Statistiske Efterretninger. Frequent but irregular. 
6.2 Statistical Department: Statistical Yearbook. 
6.3  Statistiske Departement: Industriel Produktionsstatistik. Annual. 
6.4  Statistiske Departement: Indkomst- og formue-ansettelserne til Staten. Annual. 
6.5  Statistiske Departement: Nationalindkomsten 1938 og 1947-54 (Statistiske Meddelelser 4/ 160/2), 1955. 
6.6 Danske Statsbaner: Arsberetning for tiden 1 April 1954 til 21 Marts 1955, 1955. 
6.7 Statistiske Departement: Folketaellingen 1940. Bind П — Befolkningens fordeling efter erhvery, 1949. 
6.8 (К. Bjerke: Changes in the Danish National Income Distribution 1939-1952 (Paper read to the Fourth Conference of the 
International Association for Research in Income and Wealth, Hindsgavl, September 1955). 
6.A Information supplied by the Statistiske Departement. 
6.B Information supplied by the Skattedepartement. 
FINLAND 
7.1 Central Statistical Office: Bulletin of Statistics. Monthly. 
7.2 Ministry of Finance: Suhdannesarjat. Monthly. 
7.3. Ministry of Social Affairs: Sosiaalinen Aikakauskirja. Monthly. 
7.4 Bank of Finland Monthly Bulletin. 
7.5 Central Statistical Office: Statistical Yearbook of Finland. 
7.6 Ministry of Finance: Economic Survey. Annual. 
7.4 Information supplied by the Central Statistical Office. 
FRANCE 
8.1 Institut national de la statistique et des études économiques: Bulletin hebdomadaire de statistique. 
8.2 Institut national de la statistique et des études économiques: Bulletin mensuel de statistique. 
8.3 Institut national de la statistique et des études économiques: Etudes et Conjoncture. 
(1) Union francaise. Monthly. ; ave и 
И eevee м [Now published jointly in one volume.] 
8.4  Ministére du travail: Enquéte trimestrielle sur activité économique et les conditions d’emploi de la main-d’wuvre [Roneoed 
document]. 
8.5 Ministére du travail: Situation du marché du travail et du ch6mage secouru. Quarterly. [Roneoed document.] 
8.6 Conseil économique: Conjoncture économique. Half-yearly. 
8.7 Ministére des finances, des affaires économiques et du plan: Rapport sur les comptes de la nation, 1955. 
@ Vol. 1: Rapport et comptes, 1949-1955. 
(1) Vol. 2: Les méthodes. 
8.8 | Commission des comptes des transports de la nation: Rapport sur les comptes des transports de la nation en 1954, November 
1955. 
8.9 Ministére des travaux publics, des transports et du tourisme: Statistiques des transports: Année 1954. 
8.10 Direction de la statistique générale: Résultats statistiques du recensement général de la population effectué le 8 mars 1936. 
Tome I, troisitme partie — Population active, établissements, 1943. 
8.11 Institut national de la statistique et des études économiques: Note sur la répartition du produit intérieur net entre les 
branches économiques (Année 1950), 14 January 1954. [Roneoed document.] 
8.12 P. Gavanier: Le revenu national de la France. Production et disponibilités nationales еп 1938 et de 1946 a 1949. [Extract 
from Statistiques et études financiéres, Supplément finances francaises, No. 20], January 1953. 
8.13 Institut national de la statistique et des études économiques: Recensement des agents de l’état en 1952, 1953. 
8.A Information supplied by the Institut national de la statistique et des études économiques. 


EASTERN GERMANY 


У 
9.2 
or 
9.4 


Neues Deutschland. Daily. 

Die Wirtschaft. Weekly. 

Der Aussenhandel. Weekly. 

Ministerium der Finanzen: Deutsche Finanzwirtschaft. Twice a month. 
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9.5 Staatliche Zentralverwaltung fiir Statistik [formerly Statistisches Zentralamt ]: Statistische Praxis. Monthly. 
9.6  Zentralkomitee der sozialistischen Einheitspartei Deutschlands: Einheit. Monthly. 
9.7 -Wirtschaftswissenschaft, Verlag die Wirtschaft. Every two months. 


9.8  Regierungskanzlei: Gesetzblatt der Deutschen Demokratischen Republik. Trregular. 


9.9 Gesetz iiber den Fiinfjahrplan (Schriftenreihe der Deutschen Demokratischen Republik N° 8), Deutscher Zentralverlag, 
1952. 


Staatliche Zentralverwaltung fiir Statistik: Statistisches Jahrbuch der Deutschen Demokratischen Republik 1955, Deutscher 
Zentralverlag, 1956. 


9.11 Kammer der Technik: Energietechnik, VEB Verlag Technik. Monthly. 
9.A Information supplied by the Statistical Office. 


9.10 


WESTERN GERMANY 


10.1 Deutsches Institut fiir Wirtschafisforschung, Berlin: Wochenbericht. 

10.2 Statistisches Bundesamt, Wiesbaden: Statistischer Wochendienst. 

10.3. Statistisches Bundesamt, Wiesbaden: Wirtschaft und Statistik. Monthly. 

10.4 — Statistisches Bundesamt, Wiesbaden: Die Industrie der Bundesrepublik Deutschland. 
(i) Teil 1: Beschéftigung und Umsatz, Brennstoff und Energieversorgung. Monthly. 
(1) Teil 2: Produktion ausgewdhlter Erzeugnisse, Produktionsindex. Monthly. 
(iii) Teil 3: Die industrielle Produktion. Quarterly. 

10.5 Statistisches Bundesamt, Wiesbaden: Der Aussenhandel der Bundesrepublik Deutschland. Teil 1: Zusammenfassende 
Ubersichten. Monthly. 

10.6 Monthly Report of the Bank deutscher Lander, Frankfurt. 

10.7 Deutsches Institut fiir Wirtschaftsforschung, Berlin: Vierteljahrshefte zur Wirtschaftsforschung, Duncker and Humblot. 

10.8 Statistisches Bundesamt, Wiesbaden: Statistisches Jahrbuch fiir die Bundesrepublik Deutschland. 

10.9  Bundesministerium fiir Arbeit: Die Frau im Erwerbsleben, 1954. 

10.10 Reichsministerium des Innern: Reichsgesetzblatt. Irregular. 

10.11 Bundesminister der Justiz: Bundesgesetzblatt. Irregular. 

10.12 В. Stumpf: Jahrbuch des Eisenbahnwesens 1952, Carl Rohrig-Verlag, Cologne and Stuttgart, 1952. 

10.13 Statistisches Bundesamt, Wiesbaden: Die Kostenstruktur in der gewerblichen Wirtschaft und in ausgewahlten freien Be- 
rufen. (Statistik der Bundesrepublik Deutschland, Band 49 Heft 6 — Verkehrsgewerbe), October 1955. 

10.14 Statistisches Bundesamt, Wiesbaden: Das Einkommen der Einkommen- und K6rperschaftssteuerpflichtigen und seine 
Besteuerung (Statistik der Bundesrepublik Deutschland, Band 125), January 1956. 


GREECE 

11.1 National Statistical Service: Monthly Statistical Bulletin. 

11.2 National Statistical Service: Statistical Yearbook of Greece 1955, 1956. 

413 Ministry of Co-ordination: National Accounts of Greece, 1953-55, 1956. 

11.4 Statistique générale de la Gréce: Résultats statistiques du recensement de la population de la Gréce du 15-16 mai 1928, 
1933-37. 


11.4 Information supplied by the National Statistical Service. 
11.B Information supplied by the Ministry of Co-ordination. 


HUNGARY 

12.1 Népszabadsdg [formerly Szabad Nép]. Daily. 

12.2 Hungarian Academy of Sciences, Kézgazdsdgi Szemle (Economic Review). Monthly. 

12.3 Central Statistical Office: Statisztikai Szemle [formerly Magyar Statisztikai Szemle]. Monthly. 
12.4 Hungarian Workers’ Party: Tarsadalmi Szemle. Monthly. 

12.5 Central Statistical Office: Magyar Statisztikai Zsebkényv 1956, 1956. 

12.6 Central Statistical Office: Fontosabb adatok az 1956 Oktdéber-Decemberi idészakrdl, January 1957. 
12.7 Népakarat. Daily. 


IRELAND 

13.1 Central Statistics Office: Irish Trade Journal and Statistical Bulletin. Quarterly. 

13.2 Central Statistics Office: Irish Statistical Survey. Annual. 

13.3 Central Statistics Office: Census of Population of Ireland 1951. Volume Ш, Part П — Industries and Industrial Status, 


1954. 
13.4 Department of Industry and Commerce: Ireland: Census of Population 1936. Volume VI — Industrial Status, 1941; 


ITALY 
14.1 Istituto Centrale di Statistica: Bollettino mensile di Statistica. 
14.2 Istituto Centrale di Statistica: Notiziario Istat. Monthly. 
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14.3 Centro per la Statistica Aziendale, Florence: Index. Monthly. 

14.4 Ministero dei Trasporti: Trasporti pubblici. Monthly. 

14.5 Rassegna di Statistiche del Lavoro. Every two months. 

14.6 Ministero del Lavoro: Statistiche del Lavoro. Quarterly, with monthly supplements. 

14.7. Banca d'Italia: Assemblea generale ordinaria dei partecipanti. Annual. 

14.8 Istituto Centrale di Statistica: Annuario Statistico Italiano. 

14.9 Central Institute of Statistics: Italian Statistical Abstract 1955-56, 1956. 

14.10 Ministero dei Trasporti: Statistica dei servizi pubblici di trasporto in concessione. Annual. 

14,11 Istituto Centrale di Statistica: Statistica annuale del commercio con Гезето. 

14.12 Automobile Club d’Italia and Automobile Club de Milano: J trasporti nel quadro dello sviluppo dell’economia italiana 
nel prossimo decennio (Atti del VI Congresso Italiano dei Trasporti), Milan, February 1956. 

14.13 Associazione Nationale fra Industrie Automobilistiche e Affini, Turin: Automobile in Cifre 1956, 1956. 

14.14 Outline of Development of Income and Employment in Italy in the Ten-year Period 1956-64, Rome, 20 January 1955. 
[The Vanoni plan, roneoed document.] 

14.15 Istituto Centrale de Statistica: Ш Censimento generale dell’industria e del Commercio 5 Novembre 1951 — Vols. Ш-ХТ, 
1955-56. 

14.16 Confederazione generale dell’industria italiana: Annuario 1956, July 1956. 

14.A Information supplied by the Central Institute of Statistics. 

LUXEMBOURG 

15.1 Ministére des Affaires économiques: Bulletin du Service d’Etudes et de documentation économique et de 1’ Office de la 
Statistique générale. Quarterly. 

15.2 Ministére des Affaires économiques: Cahiers économiques du service d’ études. 
(i) No. 4 — Le revenu national du Grand-Duché de Luxembourg en 1950 et 1951, October 1952. 
(ii) No. 16 — La comptabilité nationale du Grand-Duché de Luxembourg : Année 1955, December 1956. 

15.3 Office de Statistique: Résultats du recensement de la population du 31 décembre 1935. 
Vol. Ш — La population suivant la profession principale et la position sociale, 1940. 

15.A Information supplied by the Ministry of Economic Affairs. 

NETHERLANDS 

16.1 Maandschrift van het Centraal Bureau voor de Statistiek. 

16.2 Statistisch Bulletin van het Centraal Bureau voor de Statistiek. Frequent but irregular. 

16.3 Centraal Bureau voor de Statistiek: Maandstatistiek van de nijverheid. 

16.4 Centraal Bureau voor de Statistiek: Sociale maandstatistiek. 

16.5 Centraal Bureau voor de Statistiek: Maandstatistiek van het financiewezen. 

16.6 Centraal Bureau voor de Statistiek: Statistische en econometrische onderzoekingen. Quarterly. 

16.7 Centraal Bureau voor de Statistiek: Statistisch zakboek 1956, 1956. 

16.8 Centraal Bureau voor de Statistiek: Nationale Jaarrekeningen 1948-1950, 1953. 

16.9 Centraal Bureau voor de Statistiek: Het nationale inkomen van Nederland 1921-1939 (No. 7 der monografieén van de 
Nederlandse conjunctuur), 1948. 

16.10 Centraal Bureau voor de Statistiek: Belastingdruk in Nederland 1939/1940, 1939. 

16.11 Centraal Bureau voor de Statistiek: Statistiek der Rijksfinancién 1941, 1942. 

16.12 N.V. Nederlandsche Spoorwegen: Jaarverslag 1954, 1955. 

16.13 Centraal Bureau voor de Statistiek: Inkomensverdeling 1946 en vermogensverdeling 1947 ; Aanvullende gegevens, 1954. 

16.14 Centraal Bureau voor de Statistiek: Inkomensverdeling 1950, 1954. 

16.15  Ministerie van Financién: Inkomstenbelastingtabel 1956, 1955. 

16.A Information supplied by the Central Bureau of Statistics. 

NORWAY 

17.1 Statistisk Sentralbyra: Statistiske Meldinger. Monthly. 

17.2 Statistisk Sentralbyra: Aktuell Statistikk. Monthly. 

17.3. Arbeidsdirektoratet: Arbeidsmarkedet. Monthly. 

17.4 — Statistisk Sentralbyra: Nasjonalregnskap 1938 og 1948-1953, 1954. 

17.5 Styret for Statsokonomisk Forening: Statsokonomisk Tidsskrift, H. Aschehoug & Co. Quarterly. 

17.A Information supplied by the Central Bureau of Statistics. 

POLAND 

18.1 Trybuna Ludu. Daily. 

18.2 Dziennik Ustaw (Official Gazette). Irregular. 

18.3  Zycie Gospodarcze. Fortnightly. 

18.4 Gospodarka Planowa. Monthly. 
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18.5 Central Committee of the Polish Workers United Party: Nowe drogi. Monthly. 
18.6 Central Statistical Office: Wiadomoéci Statystyczne. Monthly. 
18.7 Polish Economic Society: Ekonomista, State scientific publishing house. Quarterly. 
18.8 Central Statistical Office: Rocznik Statystyczny 1955, 1956. 
18.9 Central Statistical Office: Rocznik Statystyczny 1956, 1956. 
18.10 К. Laski: Akumulacja i spozycie w Procesie uprzemystowienia Polski ludowej, Ksiazka i Wiedza, 1956. 
PORTUGAL 
19.1 Instituto Nacional de Estatistica: Anudrio estatistico. 
19.2 Instituto Nacional de Estatistica: Estatistica agricola 1953, 1954. 
19.А Information supplied by the National Institute of Statistics. 
RUMANIA 
20.1 Scinteia (formerly Scdnteia). Daily. 
20.2 Institute of Economic Research: Probleme economice. Monthly. 
20.3  Agerpres Information Bulletin. Irregular. 
20.A Information supplied by the Central Directorate of Statistics. 
SPAIN 
21.1 Instituto de Estudios Politicos: Revista de Economia Politica. Every four months. 
21.2 Banco Central: Estudio Econémico. Annual. 
23 Consejo de Economia Nacional: La Renta Nacional de Ебрайа еп 1953, 1954. 
2i.4 Instituto nacional de Estadistica: Censo de la poblacién de Езрайа el 31 de diciembre de 1950. 
Vol. I1.—Clasificaciones de la poblaciédn de hecho, 1954. 
SWEDEN 
22.1  Statistiska Centralbyran: Statistisk Tidskrift. Monthly. 
22.2 Kommerskollegium: Kommersiella Meddelanden. Monthly. 
22.3. Konjunkturinstitutet: Konjunkturjournalen. Monthly. 
22.4 Kungl. Socialstyrelsen: Sociala Meddelanden. Monthly. 
22.5  Kungl. Arbetsmarknadsstyrelsen: Arbetsmarknadsstatistik. Monthly. 
22.6 Central Bureau of Statistics: Statistical Abstract of Sweden 1955, 1955. 
22.7 Kungl. Jarnvagsstyrelsen: Sveriges Jarnvdgar. Annual. 
22.8  Statistiska Centralbyran: Skattetaxeringarna samt fordelningen av inkomst och formégenhet. Annual. 
22.9 Kungl. Jarnvagsstyrelsen: Allman jarnvdagsstatistik. Annual. 
22.10 Svensk Forfattningssamling. Irregular. 
22.11 Konjunkturinstitutet: Konjunkturlaget hdésten 1947 (Serie A:15 of Meddelanden fran Konjunkturinstitutet), 1948. 
22.12 Konjunkturinstitutet: Konjunkturlaget уйгеп 1956 (Serie A:29 of Meddelanden fran Konjunkturinstitutet), 1955. 
22.13 Konjunkturinstitutet: Reviderad nationalbudget for dr 1956 (Serie B:19 of Meddelanden fran Konjunkturinstitutet), 1956. 
22.14 С. У. Petri (for Industriens Utredningsinstitut): Svenskt Transportvdsende, 1952. 
22.15 $. I. Ivarsson: Hur skatterna beriknas (Meddelanden fran Skattebetalarnas Férening Nr. 145), Stockholm, 1956. 
22.16 В. Bentzel: Inkomstférdelningen i Sverige, Almqvist & Wiksells, Uppsala, 1953. 
22.17 О. Lindahl (for Konjunkturinstitutet): Sveriges Nationalprodukt 1861-1951 (Serie B:20 of Meddelanden fran Konjunk- 
turinstitutet), 1956. 
22.18 Statens Biltrafiknimnd: Férslag till kalkyl av maximitaxa for bestdllningstrafik for godsbefordran, 1956. [Roneoed 
document.] 
22.19 Statistiska Centralbyran: Folkrdakningen den 31 December 1940. Vol. Ш—Еотйпваеп efter yrke, 1943. 
22.20 Statistiska Centralbyran: Folkrdkningen den 31 December 1945. 
(i) Vol. Ш:1 — Partiella undersékningar (tolvtedelssamplingen) behandlar delar av statistiken дуег inkomst, 1949. 
(ii) Vol. УШ:1 — Partiella undersékningar (bottensamplingen) behandlar delar av statistiken дуег inkomst, 1951. 
22.21 Statistiska Centralbyran: Folkrdkningen den 31 December 1950. 
Vol. VI — Totala rékningen : Folkmédngden efter yrke. НизйаИ. Utrikes fodda och utlanninger, 1955. 
22.A Information supplied by the Konjunkturinstitut. 
22.B Information supplied by the Socialstyrelsen. 
SWITZERLAND 
23.1 Département fédéral de l’économie publique: La vie économique. Monthly. 
23.2 Département fédéral de l’économie publique: La situation économique. [Quarterly supplement to 23.1] 
23.3 Banque nationale suisse: Bulletin mensuel. 
23.4 Bureau fédéral de statistique: Annuaire statistique de la Suisse. 
23.5 Office fédéral des transports: Statistique suisse des transports. Annual. 
23.6 Le délégué aux possibilités du travail: Activité dans l’industrie du Байтет et constructions projetées. Annual. 
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TURKEY 


24.1 
24.2 
24.3 
24.4 
24.5 


Ministére de l’économie et du commerce: Konjonktiir. Quarterly. 
Central Statistical Office: Monthly Bulletin of Statistics [formerly quarterly]. 
Office central de Statistique: Annuaire statistique. 
Central Statistical Office: National Income of Turkey 1938, 1948-54, 1955. 
Central Statistical Office: Statistical Résumés : 

(i) No. 8 — Population censuses 1927-1950, April 1953. 

(ii) No. 12 — 1950 Census of Agriculture, December 1953. 


24.A Information provided by the Central Statistical Office. 


UNION OF SOVIET SOCIALIST REPUBLICS 


РЭ 
25.2. 
25.3 
25.4 
25.5 


25.6 

25.7 

25.8 

259 

25.10 
25.11 
25.12 
25.13 
25.14 
25:15 
25.16 
25.17 
25.18 
25.19 
25.20 
25.21 
25.22 
25.23 
25.24 
2.25 


25.26 
DSP 


25.A 


Izvestia. Daily. 

Prayda. Daily. 

Trud. Daily. 

Ministry of Agriculture and Ministry of State Farms: Selskoe Khozyaistvo. Daily. 

Central Committee of the Communist Party of the Soviet Union: Kommunist [formerly Bolshevik. Bi-monthly]. Eighteen 
times a year. 

Ministry of Agriculture: Sotsialisticheskoe Selskoe Khozyaistvo. Monthly. 

Ministry of Manufactured Consumer Goods: Legkaya Promyshlennost. Monthly. 

Ministry of Foreign Trade: Vneshnyaya Torgovlya. Monthly. 

Ministry of Domestic Trade: Sovetskaya Torgovlya. Monthly. 

Ministry of Finance: Finansy SSSR [Formerly Finansy i Kredit SSSR]. Monthly. 

State Bank: Dengi i Kredit. Monthly. 

Central Statistical Administration: Vestnik Statistiki. Monthly. 

Academy of Sciences, Institute of Economics: Voprosy Ekonomiki. Monthly. 

Ministry of Construction: Stroitelnaya Promyshlennost. Monthly. 

Ministry of the Maritime Fleet: Morskoi Flot. Monthly. 

Ministry of the Food Industry: Sakharnaya Promyshlennost. Monthly. 

Ministry of Fisheries: Rybnoe Khozyaistvo. Monthly. 

State Planning Commission: Planovoe Khozyaistvo. Every two months. 

Supreme Soviet of the USSR: Stenografichesky otchet zasedanii Verkhovnogo Soveta SSSR. Twice a year. 

State Planning Commission: Tretii pyatiletnii plan, 1939. 

State Planning Commmission: Sotsialisticheskoe Stroitelstvo SSSR, 1936. 

М. Anisimov : Selskoe Khozyaistvo у novoi stalinskoi pyatiletke, 1946. 

Central Statistical Administration: Narodnoe Khozyaistvo SSSR, 1956. 

Ministry of Railways: Ekonomika transporta, 1956. 

Direktivy XX syezda KPSS po shestomu pyatiletnemu planu razvitia narodnovo khozyaistva SSSR па 1956—1960 gody 
(Plan directives), 1956. 

Central Statistical Administration: Kulturnoe Stroitelstvo SSSR, 1956. 

Central Statistical Administration: Sovetskaya Torgovlya, Statistichesky Sbornik, 1956. 


Information supplied through the Ministry of Foreign Affairs. 


UNITED KINGDOM 


26.1 
26.2 
26.3 
26.4 
26.5 
26.6 
26.7 


26.8 

26.9 

26.10 
26.11 
26.12 
26.13 
26.14 
26.15 
26.16 


26.A 


Board of Trade Journal. Weekly. 

Central Statistical Office: Monthly Digest of Statistics. 

Ministry of Labour Gazette. Monthly. 

Board of Trade: Report on Overseas Trade. Monthly. 

British Transport Commission: Transport Statistics. Every four weeks. 

Journal of the Royal Statistical Society. Series А (General). Quarterly. 

London and Cambridge Economic Service: London and Cambridge Economic Bulletin. [Quarterly supplement to The 
Times Review of Industry.] 

Treasury: United Kingdom Balance of Payments. Half-yearly. 

Central Statistical Office: Annual Abstract of Statistics. [Formerly Statistical Abstract for the United Kingdom.| Annual. 

Central Statistical Office: National Income and Expenditure 1956. September 1956. 

Report of the Commissioners of Her Majesty’s Inland Revenue. Annual. 

Treasury: Financial Statement. Annual. 

Central Statistical Office: National Income Statistics: Sources and Methods (Studies in Official Statistics No. 3), 1956. 

Treasury: National Income and Expenditure of the United Kingdom 1946 to 1950 (Cmd. 8203), April 1951. 

T. Barna: Redistribution of Incomes through Public Finance in 1937, The Clarendon Press, Oxford, 1945. 

D. Seers (for Oxford University Institute of Statistics): The Levelling of Incomes since 1938, Blackwell. 


Information supplied by the Central Statistical Office. 
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YUGOSLAVIA 


27.1 Borba. Daily. 

27.2 Federal Statistical Office: Indeks. Monthly. 

27.3 Sluzbeni List. (Official Gazette) Monthly. 

27.4 Federal Statistical Office: Statistiéki Godisnjak FNRJ 1955, July 1955. 

27.5 Federal Statistical Office: бане Godisnjak FNRJ 1956, July 1956. 

27.6 Federal Statistical Office: Transport and Communications 1954 (Statistical Bulletin No. 47), September 1955. 
27.7 Federal Statistical Office: Transport and Communications 1955 (Statistical Bulletin No. 58), October 1956. 


UNITED STATES OF AMERICA 


28.1 Department of Commerce: World Trade Information Service : Statistical Reports. Part 3—Total Export and Import 
Trade of the United States. Monthly. 

28.2 Department of Commerce: Survey of Current Business. Monthly. 

28.3 Department of Commerce: Statistical Abstract of the United States 1956, 1956. 

28.4 4H. Barger (for the National Bureau of Economic Research): The Transportation Industries 1889-1946, New York, 1951. 

28.5 Bureau of Mines: Minerals Yearbook 1954 [Preprint of chapter on peat], 1956. 


ECONOMIC COMMISSION FOR EUROPE, GENEVA 


29.1 Economic Bulletin for Europe. Three times a year. 

29.2 Economic Survey of Europe т 1948, 1949. 

29.3 Economic Survey of Europe in 1955, 1956. 

29.4 Annual Bulletin of Transport Statistics for Europe. 

29.5 Quarterly Bulletin of Coal Statistics. 

29.6 Annual Bulletin of Electric Energy Statistics 1956, 1956. 

29.7 Trends in Fuel Consumption for Household and Domestic Uses in Europe (E/ECE/245), April 1956. 


29.A Information supplied by governments to the Secretariat in connexion with the work of the Inland Transport Committee. 

29.B Information supplied by governments to the Secretariat in connexion with the work of the Coal Committee. 

29.C Information supplied by governments to the Secretariat in connexion with the work of the Committee for Agricultural 
Problems. 


UNITED NATIONS, NEW YORK 

30.1 Monthly Bulletin of Statistics. 

30.2 Direction of International Trade (Statistical Papers, Series T). Monthly. 

30.3 Commodity Trade Statistics (Statistical Papers, Series D). Quarterly. 

30.4 Statistics of National Income and Expenditure (Statistical Papers, Series H). Half-yearly. 

30.5 A System of National Accounts and Supporting Tables (Studies in Methods, Series Е, No. 2), 1953. 
30.6 Methods of National Income Estimation (Studies in Methods, Series Е, No. 8), January 1955. 

30.7 Per Capita National Product of Fifty Countries 1952-54 (Statistical Papers, Series Е, No. 4), 1957. 
30.8 Yearbook of International Trade Statistics 1955, 1956. 

30.9 Demographic Yearbook. 


INTERNATIONAL MONETARY FUND, WASHINGTON 
31.1 International Financial Statistics. Monthly. 


INTERNATIONAL LABOUR ORGANISATION, GENEVA 
32.1 Year Book of Labour Statistics 1955, 1955. 


ORGANIZATION FOR EUROPEAN ECONOMIC CO-OPERATION, PARIS 


33.1 OEEC Statistical Bulletins—General Statistics. Every two months. 
- 33.2 OEEC Statistical Bulletins—Foreign Trade : 

(i) Series I—Foreign Trade by Areas. Monthly. 

(ii) Series II—Foreign Trade by Commodity Categories and by Areas. Quarterly. 

(iii) Series III—Foreign Trade of Selected Commodities. Quarterly. 

(iv) Series IV—Foreign Trade by Origin and Destination and by Commodity. Half-yearly [formerly quarterly]. 
33.3 National Accounts Studies—Netherlands, 1951. 
33.4 National Accounts Studies—Switzerland, 1951. 
33.5 National Accounts Studies—Norway, June 1953. 


33.6 National Accounts Studies—Sweden, December 1953. 
337 М. Gilbert and I. Kravis: An International Comparison of National Products and the Purchasing Power of Currencies. 
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33.8 Statistics of National Product and Expenditure 1938, 1947 to 1952, 1954. 

33.9 Industrial Statistics 1900-1955, 1955. 

33.10 В. Stone: Quantity and Price Indices in National Accounts, November 1956. 

33.11 Agriculture and Food Statistics, 1956. 

33.12 Sixth Report of the OEEC: From Recovery towards Economic Strength, March 1955. 
33.13 A Standardized System of National Accounts, 1952. 

33.14 Oil. The Outlook for Europe, September 1956. 

MISCELLANEOUS 

34.1 League of Nations, Geneva: Statistical Yearbook. 

34.2 International Union of Railways, Paris: International Railway Statistics. Annual. 
34.3. Highway Financing, International Road Federation (World Meeting, Rome, October 1955), Rome, 1955. 
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